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PETRCCANADA

October 2, 1991

Environmental Protection Agency
Public Docket A-91-46

Air Docket (LE-131)

401 M Street S. W. Room M-1500
Washington, D. C. 20460

resDocket A-91-46 (Ethyl Hitec 3000 MMT Waiver Application)

Petro-Canada is one of the largest retailers of gasoline in
Canada and attached is a copy of our annual report which
describes our operations.

In support of Ethyl’s waiver application, we at Petro-Canada
wish to relate our experience with the use of MMT in
unleaded gasoline.

In common with the other major gasoline producers, we have
sold MMT containing gasoline in Canada since 1976 at up to
twice the concentration applied for in the above waiver.
Thus Canadian automobiles have collectively been exposed to
MMT for many millions of miles and many individual vehicles
to well over 100000 miles of operation. We have not had a
single complaint referencing catalyst plugging.

In addition, our research department has examined a number
of catalysts from our high mileage in-house test fleet
without finding any evidence of catalyst plugging. In
addition our research department have had tail pipe
emissions carried out by the Ministry of Transportation of
Ontario on this fleet and on two Mercury Sables one of which
was run on MMT free gasoline and the other on MMT containing
gasoline for 80000 km. All the fleet with the exception of
one car who’s catalyst was virtually destroyed because of a

A division of Petro-Canada Inc. Une division de Petro-Canada iInc.
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non MMT related problem met the emission standards the cars
were designed for after up to 160000 km of operation on MMT
containing gasoline. The results from the testing of the two
Sables which were matched cars run on identical service on
matched dynometers were very similar with the emissions from
the MMT free gasoline being numerically slightly poorer than
with the MMT gasoline.

We have discussed the issue several times with the auto
manufacturers and are aware of their concerns; however they
have not submitted any evidence to us that MMT is associated
with catalyst plugging or other failure.

In summary, Petro-Canada has found MMT to be a cost
effective means of achieving the required octane levels in
unleaded gasoline. We are not aware of any catalyst related
problems that would preclude its use at even twice the
concentration applied for in the waiver application.

Yours truly,

B ) (e

R. E. Dart
Senior Director Refining :

attachment

cc Mary T. Smith

Director Field Operations and Support Division (EN-397F)
U. S. Envronmental Protection Agency

401 M Street S. W.

Washington, D. C. 20460
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PETRO-CANADA IS ENHANCING THE VALUE

OF ITS EXCELLENT ASSET BASE

1990 ANNUAL REPORT
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Petro-Canada is the largest Canadian-owned
oil and gas company, with assets of more than
$7 billion and revenue of nearly $6 billion in
1990. It ranks among the leaders in virtually
every aspect of the Canadian oil and gas
industry. )

The Company is organized into two operat-,
ing divisions and a small corporate staff.
Petro-Canada Resources, the ““upstream’
business, explores for, produces and markets
crude oil, natural gas, natural gas liquids
and sulphur. The “‘downstream"’ business, '
Petro-Canada Products, refines crude oil and
distributes and markets petroleumn products
and related goods and services. ICG Propane
inc., a wholly owned subsidiary, is Canada’s
second largest propane retailer.

Working initially to a public policy mandate, .
Petro-Canada has evolved over time info a fully
commercial company. in February 1990, the
Government of Canada announced its intention

to proceed with the privatization of Petro-Canada.

significant Discovery Areas

Hibernia*
Nautilus

Mara

South Mara
North Ben Nevis
Ben Nevis

West Ben Nevis
Hebron

Terra Nove

Commercial Discovery Area

THE COVER
Petro-Canada has the best position of any
company for development of the oil resources
of the Jeanne d'Arc Basin off Newfoundland.

The cover illustrates a 3-D perspective of a
seismic time-structure map of a Cretaceous-aged
zone within the central Jeanne d’Arc 8asin,’
viewed from the northeast. Dots indicate signifi-
cant discoveries in which Petro-Canada partici-
pated. Other discoveries lie beyond the borders
of this map.

Inset photo: 1988 production test at one of
Petro-Canada’s Terra Nova discovery wells.

The Petro-Canada
Public Participation Act

On February 1, 1@91, the Petro-Canada Public
Participation Act received Royal Assent.
The immediate effects of the Act were:

« The name of Petro-Canada, the Crown
corporation which was incorporated in 1975
by the Petro-Canada Act, has been changed to
Petro-Canada Limited.

» The name of Petro-Canada Inc., the principal
operating subsidiary, has been changed to
Petro-Canada.

« The shares of Petro-Canada held by

_ Petro-Canada Limited have been transferred

to the Minister of State (Privatization and
Regulatory Affairs).

« Petro-Canada is authorized to issue and sell
shares.

An initial public offering of Petro-Canada
shares is anticipated when market conditions
are appropriate. The Government of Canada
has indicated its intention to sell, over time, all
its shares in Petro-Canada.

For clarity and continuity with future years,
the term Petro-Canada in this report refers to

. the company now called Petro-Canada and

formerly called Petro-Canada Inc.
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Highlights - o
FINANCIAL '; o 1990 - 1989
Net earmngs (mllllons of dollars) :_ A‘, . B 181 T 0
Cash flow from operatlons (mrlllons of dollars) o ,> L 621 "i.452
Expendltures on property pIant and equupment . 5
and exploratron (mllllons of dollars) R S 643 568
Cash flow return on capital employed (per cent) 1306 P 104 .
Return on caprtal employed (per cent) K - N 1 A
Return ‘on equrty(percent) ' SRR "tl_':,_. o Lol ':0.8"
Average caprtal employed (mrlllons of dollars) R h 5 812 5566
Shareholdersequrty (mrllrons of dollars) s | 2671 _2‘37]‘
“OPERATING. . . .'; o LT S ... 1980. . 1989
Crude orl and fleld natural gas Irqurds productlon oA ‘ ‘
net before royaltles (thousands of barrels per day) - . v 94 ~ 100
(thousands of cubrc metres per day) R ,‘ o »,,-15',0 =159
Natural gas productlon net before royaltues _ i . ‘( - ‘ ' o
(mrlhons of cubic feet. per day) ) i e _' \. AT A '49‘8 .7 . 'Av5f73
(mrlllons of cubic metres per day) B ROt 14.1 ‘FI;_16’.2
Proved reserves net before royaltres . o ST ‘
“(millions of orlequrvalent barrels) . - - - 1040 - 1106 "
(mllllons of il equlvalent cubrc metres) o o T1es 176
Crude ‘oil processed (thousands of CUbIC metres per day) ... -~ 436 ; ' .‘, 4655 -
(thousands of barrels per day) o R .‘ s ‘174.;,' - 292
Petroleum product sales (thousands of CUblC metres per day) g 42.7 - 44.4
(thousands of barrels per- day) Lo oo 269 279

s K ) ."

b T,

CONVERSION FAC'I‘ORS . :
To ¢onform with common usage;. |mper|al unlts of measurement are used in thls report to descrlbe

exploratron and productton wh|Ie metric units are used for reflmng and marketmg Dollars are
Canadlan unless otherwrse stated L PRI iy
‘T'barrel - = 70.159 cubic metre - 1'c.ubic metre. < = 6.29 bar'rels; -
Jleubicfoot - . . . 1 cubic metre: .
(naturalgas) . .= 0.028 cubic metre (natural gas) - 35 31 cubic: feet
~“limperial galion "~ = 4.55litres’ it 7 - = 0.22imperial gallon
1acre - - 0.405 héctare: - - 1hectare J . = '2.47acress
- 1ton {long) = 1016tonnes - . ‘itonne . ‘=, 0:984.ton (long) "
“1mile- Lol 0, 609 l<ilor'n‘etres - 1kilometre < . = o.sz mile o
1.barrel of oil © = 5803 cubic feet ) 1.cubic metre ofoil " = . 1 034 cubic metres
’ “of natural’ gas . S _ of natural gas
’ (energy equrvalent) : .- o - {energy equivalent)

‘
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Chairman’s Message

Petro-Canada’s financial resuits for 1990
show a marked improvement over the
previous year. Net earnings increased
$161 million to $181 million. Cash flow
of $621 million was up 37 per cent.
External events, notably periods of high
crude oil prices, certainly contributed to
this result. But Petro-Canada also gained
clear benefits from the change programs
described in the 1989 Annual Report.
These results are encouraging, though
there is still much work to do. Return on
capital employed rose to 6.0 per cent -

an improvement, but not yet satisfactory.

Implementing our strategies for change
is a major undertaking and takes time,
but we are confident we are on the right
road, striking at the fundamentals, pai-
ticularly in managing our cost structure.

Crude oi! prices continued to drive
the external business environment in
1990. Prices exhibited extreme volatility,
falling early in the year, rising dramati-
cally following the invasion of Kuwait,
then declining toward year end. The
periods of high prices increased revenue
from our oil production, though natural
gas prices remained low. However, high
crude prices increased the working capi-
tal required in the downstream business.

While prices rose and fell in response
to events in the Gulf, the fundamentals
of world supply and demand changed
little. Petro-Canada has not altered its
business plans. We remain determined
to structure our businesses so they are
sound even in times of low oil prices.

Resources division earnings for 1990
were $203 million, up 128 per cent from
1989. Production was down, largely due
to the continuing depletion of mature
fields and the sale of less profitable pro-
ducing properties.

Binging agreements to proceed with
the Hibernia offshore oil project gave us
particular satisfaction in 1990. In 15 years
of operations, Petro-Canada has gained
2 leading position on the East Coast. It
shares ‘n every significant development '
orospect and operates Terra Nova, which
is poised to be the next major Canadian
offshore oil field tc move to production.
Our investments nave been subs;antia|,
put returns have remained beyond the
horizor.. In 1990, that changed. The
start of construction on Hibernia is a
vindication of our faith in the potential-
of the East Coast. It is also symbolic of
Petro-Canada’s future. With an unrivalled
positior, Petro-Canada is certain to
be at the centre of ongoing East Coast
development. '

An important 1990 exploration
success came at Klua in British Columbia.
Klua reflects the wey our new organiza-
tion emuoowers our neople to seek suc-

cess. A team of explorationists, engineers

and technical specialists quickly followed
up on the initial discovery well to lock up
the play and launch development of the
field. Production and cash flow from
Klua is expected by the end of 1991,

The Products division achieved earn-
ings of $126 million in 1990, up 21 per
cent from 1989. Our ability to recover
nigher crude costs and the benefits we
nave reaiized from the strategies initiated
in 1989 contributed to this success.
However, we anticipate lower earnings
in early 1991. Our refined product
margins will narrow because of the high
crude costs in year-end inventories.

Volumes declined, due partly to the
economic downturn but also in part to
the divestment of some of the lowest-
margin business through continued
rationalization of the marketing
network.

The most significant event of 1990
for Petro-Canada was the announce-
ment February 20 that the Govern-
ment of Canada would move to
permit direct public investment in
the Company.

The Petro-Canada Public Partici-
pation Act was introduced in the
House of Commons on October 1
and received Royal Assent on
February 1, 1991. Petro-Canada
will proceed, when market condi-

‘tions are appropriate, with an ini-

tial public offering. The Govern-
ment has stated it will, over time,
sell all its shares in Petro-Canada.
In the meantime, it will manage
its shares as an investment and

‘will not intervene in the manage-
‘ment or direction of the Company.

Petro-Canada’s transition from
Crown corporation to the private
sector marks completion of its
evolution into a fully commercial
company, competing in the oil and
gas industry on the same basis as
other companies.

I firmly believe privatization is
the key to the ongoing success of

_Petro-Canada as a Canadian leader

in the petroleum industry. Petro-
Canada has an excellent portfolio
of assets, with balanced strength
and strong prospects for adding
value. Recently, it has been starved
of capital, and that has limited its
ability to develop those assets.
Now, access to equity markets wili
enable Petro-Canada to capitalize
more fully on the many opportuni-
ties available to it.
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ACT OF PARLIAMENT WILL LEAD
TO INITIAL PUBLIC OFFERING

I FIRMLY BELIEVE PRIVATIZATION IS THE KEY TO THE ONGOING
SUCCESS OF PETRO-CANADA AS A CANADIAN LEADER IN

THE PETROLEUM INDUSTRY ™
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A strategic review of the down-
stream business was completed early in
1991. It confirmed the key strategies and
customer focus of the Products division,
and suggested specific actions to improve
profitability. These recommendations
will be pursued during 1991.

Improving Petro-Canada’s financial
strength remains our principal objective.
In 1990, the Company saw the benefit
of the staff and cost reductions imple-
mented in late 1989. Overall, costs were
$167 million lower than they would have
been in the absence of these efficiency
programs. However, total debt rose, in
the absence of access to equity capital,
to cover investment needs. Debt to debt
plus equity increased slightly during the
year to 45.6 per cent. The equity infusion
from an initial public offering will be
applied to reduce debt, so improvement
in this measure can be expected. We
recognize appropriate steps must be
taken to enable Petro-Canada to estab-
lish and maintain a sound credit rating.

Rebalancing the asset portfolio con-
tinued to be a high priority. Sales of
underperforming assets yielded $256
million in 1990, while $95 million was
invested in purchases of upstream prop-
erty offering strong potential for added
value. Petro-Canada also completed the
acquisition of the propane business of
Inter-City Gas Corporation. Additional
investments were made to build, through
a joint venture, a plant to produce MTBE,
an environmentally preferred gasoline
octane enhancer. The propane and MTBE
investments secure a strong position for
the Company in two areas of opportu-

nity arising from today’s environmental
concerns., ‘

Two members of our Executive
Council left Petro-Canada during 1990.

I would like to thank Ed Lakusta and
Barry Stewart for their contributions
during their years with us. Since the
Petro-Canada Public Participation Act
provides for the appointment of a new
Board of Directors, | would like to take
this opportunity to express my sincere
appreciation to all the directors who
served in 1990 for their valued
contributions.

| also want to thank the employees
of Petro-Canada for the significant
strides they have made in revitalizing the
Company and setting it firmly on a
course for success. The changes in Petro-
Canada’s culture and working style over
the past few years are bearing fruit in a
new entrepreneurial spirit throughout
the organization. Some of the best ideas
at Petro-Canada are today coming from
front-line employees. This spirit gives me
great confidence as the Company moves
into a new era.

The support of Canadians has been a
great source of strength in Petro-Canada’s
first 15 years. | am proud of the place we
have earned as '‘Canada’s oil company*’.
The move into the private sector can
only strengthen that position, by increas-
ing our ability to develop energy resources
for Canadians and to meet the needs of
customers. Our Canadian identity is our
competitive edge, and we intend to fully
maintain our commitment to Canadians
in the years ahead.

R ..

W.H. Hopper
Chairman
and Chief Executive Officer

March 25, 1991




Petro-Canada: Capitalizing on its Assets

THE FOLLOWING PAGES REVIEW PETRO-CANADA'S ASSETS AND
OPERATIONS BY BUSINESS AREA. ALL DATA ARE AS OF DECEMBER 31, 1990,
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rude 0il and Natural

ranks third among Canada’s crude oll and natural ga:

liquids (NGL) producers

average 1990 production was 94 3 iay

provides about 5% of total Canac ion

Conve Oil and Field NGLs
YURCES OF CAUDE O
PRODUCTION

proved reserves amount to 275 million barre

12 years production at current rates

has added more than 100 million barreis of oil Canada’s reserves

by its exploration efforts in Western C

discovered the largest new Western Canada oil field of the 1980s - i h
Valhalla, in Alberta \.-/

1990 production averaged 64

ontributed 4¢

of Resources division operating margins

ved reserves amount to 243 million barrels
1990 production amounted to 30 100 barrels per day
rger leaseholdings than any other company in mineable oil sands
third largest leaseholder of in situ cil sands

17% intere

st inSyncrude, the world’s largest oil sands mining plant
« 50% Interestin the Wolf Lake in situ oil sands plant
15% Interest in the proposed OSLO oil sands mining project

oil sands contributed 15% of Resources division operating margins




Petro-Canada:
Canadian Operations

Conventior
exploration and production

Natural gas
exploration and prodiction

Qil sands plants
Natural gas hiquids
straddle plants

Frontier exploration fands
Frontier development
Refineries

Wholesale marketing

netwark

Retall marketing
netwaork

Propane marketing
fietwork

MTBE plant
Research and
development activity
Principal offices

Principal pipeline
interests

fni
N
(5
L]
N
o
=
g
n
R

Westcoast Energy Inc
main pipeline (see “Investments”




Natural Gas and Sulphur

ered third Lty gas
sbout 20% of ral gas is sold directly to end users, 62% to

shippers and 18% to Petro-Canada facilities

» proved reserves amount to 3 trillion cubic feet, or 17 year

production at current rates

fourth largest sulphur producer in Canada

suiphur production of 1060 tons per day is md

sulphur |6 proauc

d as a h)r—}-\.rf\-_jl\(.‘_ of natural gas processing

refining bitumen upgrading

natural gas and sulphur contributed 24% of Resources division

aperating margins

second largest producerof straddle plant NGLs in Canada
« 1990 straddle plant coutput was 42 400 barrels per day
» operates and owns 92% of a large straddle plant at Empress

Alberta, extracting liquids from the gas streamon then

line to Eastern Canada

ethane production is sold for ethylene manufacture
on a cost-of-service basis
« owns 50% of a straddle plant at Taylor, British Columbia

» 100% ownership in the Petroleum Transmission Company pipeline,

which transports propane and butane from Empre
Fort Whyte, Manitoba, supplying points in between

« owns 10% of the Cochin pipeline, which carries natura

from Albertato the U.5. Midwest and Windsor, Ontari

Q

« contributed 12% of Resources division operating margins

o Ty r—— Y

& I IWE

Frontier Canada

posit ana: i D snd Arct ntiers
ne o h rgest eser vith 720 million bat S
of oll and 7.3 trillion ¢ t of gas in the frontier regions

JiIScCovery, incl -'\t'hu,--n find 3

for future development

towards development

and Arctic oll and gas fields with potential

ternational

« international exploration undertaken to balance and diversify

exploration portfolio

* seeking large low-cost oil reserves to offset increasing costs of

domestic production

of exploration

exploration programs in Y n, Myanmar, Vietnam, Pakistan

New Guinea, Mal: Colombia and Ecuador

nternational activit among
es

cl'd
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Port Moody, B.C.

a small refinery at

acity

products, from gasolines

litres per d

pricants

icants, including

every day, on a

stroleum




P.15

Supply and Distribution

« buys crude oil from Western Canada and other countries
« has interests in nine crude oil and refined products pipelines
« has 35% interest in the Alberta Products pipeline, which carries

refined products from Edmonton to Calgary
» has 33% interest in the Trahs-Northern pipeline, which distributes refined

products to major markets ip Ontario and Quebec

« has 24% interest in the Portland-Montreal pipeline, which transports crude oil
from Portiand, Maine, to Montreal

« 23 distribution terminais across Canada, seven of which are fully automated

« 336 whoiesale outlets across the country

PROPANE SALES DISTRIBUTION

e g * Patro-Canatda’s wholly owned subsidiary, headquartered in Winnipeg
« sacond largest retail marketer of propane in Canada, with about

one third of the market
» sold 1 245 million litres of propane in 1990

IS PROPANE GIVES PLTRO.CANA DA
A STRONG POSITION TN ACTERNATE FUELY

« markets through 137 company-operated branches and 1117 independeént
refallers
« auto propane makes up about 35% of total sales; other sales go to

industrial, cammercial, residential, farm and remote location markets

MTBE Plant

« SD% interest in world-scale facility under construction to manufacture
mathyl tertiary butyl ether (MTBE), an environmentally preferred
gasoline additive

+ Slart-up expected in the first quarter of 1992

» glant praduction is targeted at 2 000 cubic metres of MTBE per day

« facility is located near Edmonton, close to sources of the two major
raw materials, butane and methanol

*« MTBE has growing export potential, particularly in those areas in the
United States which have strict environmental controls

- 6 aperate the plant, the joint venture has established Alberta Envirofuels Inc.
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. 'EMPLOYEES
" BY BUSINESS SEGMENT
(excludmg subsidiaries)

Products 65%
Resources 26%

- __ _ . i . : N S " Corporate 9%
Employees , ) A - o N )
*« 6353 employees at year-end 1990 in the Petro-Canada "core"

"+ 3453 employees in subsidiaries

* 91% .0of-""core” employees are in the operating dwusnons
« young, highly skilled workforce, average age 37.8

'
« research centre at Sherid_an Park in Mississauga, Ontario,
- develops improved products
"+ upstream research, emphasizing the enhancement of
‘ exploration and production technology, is conducted
‘ in Calgary I ‘
- new. technology for oil sands development is tested in
) field pilot operations
. .joint research programs and technology development
are carrled out wnth third parties -
* in 1990, Petro-Canada spent 525 million on research

-and development activities

SHERIDAN PARK RESEARCH CENTRE
SPEARHEADS NEW PRODUCT DEVELOPMENT

1

| Investments |
= 37% interest in Westcoast Energy Inc.
- key player in natural gas transmission, oil and gas lndustnes
- = market value of |nvestment at year end was $453 mllllon ) }
- Petro- Canada’s share of 1990 earmngs 526 million, dw:dends $16 mllllon
. 50% ownership in Petro-Canada Centre )
- major office complex in-Calgary
* 53% ownership of Panarctic Oils lented

" -~ responsible for large oil and gas dlscoverles m the Arctlc Islands,

PETRO-CANADA CENT‘RE, THE COMPANY'S
HEAD OFFICE IN CALGARY - which are available for. future develbpment

11
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Resources Division

The Resources division’s financial perfor-
mance improved significantly, with earn-
ings of $203 million, up $114 million over
1989. Cash flow of $480 million jumped
28 per cent over 1989. Efficiency gains,
cost reductions and rapid response to
opportunities, together with higher oil
prices in the second half of 1990, con-
tributed to these significantly improved
financial results.

Total production of crude oil and
field natural gas liquids decreased 6 per
cent in 1990 to 94 300 barrels per day.
Gains from record production at Syn-
crude were more than offset by natural
decline and sales of conventional pro-
ducing properties. Natural gas produc-
tion declined 13 per cent to 498 million
cubic feet per day, as a result of price-
related export restrictions on British
Columbia production, and final delivery
in 1989 of take or pay volumes under a
major pipeline contract. Lower deliver-
ability and reduced shipper volumes
were also factors.

The Resources division followed
through in 1990 with implementation of
the value-oriented strategies identified
during the previous year. Activities in
Western Canada are being refocused by
asset restructuring and the innovative
work of a revitalized organization.
Future value creation and the replace-
ment of conventional hydrocarbons
are being pursued through a strategic
emphasis on natural gas in Western
Canada and through frontier and oil

sands projects and high-potential inter-
national opportunities.

Asset restructuring continues
The Resources division continued the
two-pronged asset restructuring strategy
initiated in 1989. A divestment program’ £ Eopancina
sought to capture value through the sale-
of non-strategic and underproducing '
assets. At the same time, selective acqui-
sitions increased the Company’s owner-
ship position in key assets and gained
profitable reserves and production.
Petro-Canada concluded three majori §
purchases of developed gas reserves in
Alberta, amounting to 100 billion cubi¢
feet, for a total of $46 million. These
provided increased working interests in
the Petro-Canada operated Wildcat Hills
field, the Gilby field and a smaller Kaybob
property which is now 100 per cent
owned. In July, the Company acquired
the Golden Lake conventional heavy oil
field for $33 million. Golden Lake, east
of Lioydminster, Saskatchewan, provides
16 million barrels of primary proved -
reserves and 2 300 barrels per day of
production. An additional 27 million
barrels of proved reserves were booked
based on a viable waterflood program.

(millions of dollars)

F:X) Expenditures on PP&E
and exploration

CASH FLOW AND EXPENDITURES
ON PROPERTY, PLANT AND
EQUIPMENT AND EXPLORATION

3N

86 87 88 89 90

408 566 406 374 480
321 335 612 334 393

The Resources division continues
to reinvest a high proportion of
cash flow for future growth,

FINANCIAL
(stated in millions of dollars) 1990 1989
Earnings 203 89
Cash flow from operations 480 374
Proceeds from sale of assets 211 97
Expenditures on property, plant and equipment and exploration 393 334
OPERATING L 1990 1989
Crude oil and field natural gas liquids production, net before

royalties (thousands of barrels per day)

Conventional crude oil and field natural gas liquids 64 72

Synthetic and bitumen 30 28

Total 94 100
Natural gas production, net before royalties

{millions of cubic feet per day) 498 573
Proved reserves of crude oil and natural gas liquids,

net before royalties (millions of barrels) 519 528
Proved reserves of natural gas, net before royalties

(billions of cubic feet) 3025 3351




MAJOR DISCOVERY MOVES QUICKLY
TOWARD PRODUCTION

B.C. VALUE CENTRE TECHNICAL SERVICES SPECIALIST

TIM TUCKER AND SUPERVISOR JOHN TURCHANSKY

CHECK TESTING EQUIPMENT

GAS FLARE SIGNALS SUCCESSFUL PRODUCTION TEST AT

STEP-OUT WELL TO KLUA DISCOVERY IN NORTHEASTERN

BRITISH COLUMBIA

13
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LYRATION PLANT AT VALHALLA OIL FIELD IN ALNERTA

TO MAINTAIN RESERVOIR PRODUCTIVITY AND LIMIT ENVIRONMENTAL
IMPACT, A CERAMIC FILTER 5YSTEM DRAWN FROM THE BEVERAGE

INDUSTRY PURIFIES PRODUCED WATER FOR REINJECTION AT VALHALLA

EMPLOYEES' IDEAS AMD INNOVATIVE
TECHNOLOGIES IMPROVE RETURNS
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DAILY PRODUCTION -

- (thousands of oil
equivalent barrels)

.87 88
, .

(net before royalties)

* Praduction was lower in1990
due to natural decline in
conventional fields and
the effects of asset sales.

:AVERAGE LIFTING COST .

(dollars per barret
of oil equivalent)

87 88

W Lifting cost 451 - 388 410 404 428

Cost reductlons have kept‘
. lifting costs lower than in 1986 -
despite inflation.

. @R Daily production - Tea 178 189 199 180 -

Proceeds from Resources division

asset sales during 1990 totalled $211 mil-

lion. Divestments included interests

“in 48 Western Canada producing fiélds

and the Company’s interests in the
Casablanca oil field in Spain and the
Sedco 710 drilling rig.

Each of the Company s 450 produc- .

ing fields in Western Canada has been
categorized according to its potential

to add value. Management expects to

reduce the total to around' 200 by

the end of 1993. The Company is a|so

consuderlng the sale of a portlon of

its interest in Syncrude. Over 1989 and

' 1990, $‘308 million has been realized

from asset sales.

New organization yields results
The new organization based on value
centres, introduced in 1989, has invigo-
ra‘tedAthe Resources division. Each value
centre has given considerable authority

“to asset teams working to add value to .
‘particular groups of properties. Vesting .
responsibility in teams of front-line spe-

. cialistélprovides a framework for fast. = -

and effective decision- makmg and

’ ‘_|mplementat|on

The rapid follow- up to the Klua

_gas discovery was led by the Fort Nelson

asset team, one of five in the British

* Columbia Value Centre. An asset team
in the Conventional Heavy Oil Value

. Centre has managed the Golden Lake '

- field aggressi\)ely sjnce its acquisition

' in'September, increasing production-
by 10 'per cent. And a Northern Alberta

Value Centre team ident:i'fiéd a drilling

“location at Shekilie, purchased land,

drilled a discovery well and brought’

" iton production, allin se\_/en months.

While value centres concentrate on
existing assets, stratigraphic exploration
groups look for new play concepts.

- Experts are grouped according to key

geological strata in the Western Sedi-~

mentary Basin. They are set up ror'break-
through thinking to identify opportuni-

* ties for significant res'erve'an_d production

additions. The three stratigraphic explo-
ration groups completed a fundamental

_reassessment of basin formation and
‘sourcing attributes and proceeded to
_regional analyses of the basin. Advanced .

computer technology enabled them to

~analyse much broader bases of data
" than was previously possible, opening
up many new possibilities. -,

“

. Building the natural gas business

The dwnsnon s empha5|s on natural gas |n
its Western Canada exploratlon program
resulted in success in 1990. In February,

: testmg confirmed a maJor gas dlscovery
. .atKlua, 40 kllometres southeast of Fort

Nelson, British Columbia.
Petro-Canada quuckly acquired a

- 100-per cent working interest in 300
.square kllometres in the area. It. foIIowed

with extensnve seismic, two more suc-
cessful wells and construction of an

aII weather road to allow rapid develop-
ment. The three wells showed het gas .

_pays up to 80 metres thick. Test results

enabled Petro-Canada to add 69 billion

- Cubic feet of gas from these three pools

to its proved reserves. ,
The asset team has identified up to -

* 25 drillable anomalies on Pétro-Canada -

Ia‘nds at Klua. Further reserve additions
are expected i |n 1991 as a result of major

. seismic programs and another four

exploratlon wells. The Company plans to
market Klua gas in late 1991, after West-
coast Energy Inc. completes a plpellne to,
|ts Fort Nelson gas processing plant.
Exploration and development drilling,
well tie-ins and additional compression
facilities in-British Columbia and Alberta”
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added 33 billion cubic feet of proved
reserves. Altogether, through explora-
tion and development, 102 bitlion cabic
feet of natural gas were added in 1990
to Petro-Canada’s proved reserves.

Gas marketing initiatives continued
to emphasize direct sales to industrial
consumers and local distribution com-
panies. Five new direct sales contracts
were added during the year and a lekter
of intent was signed to supply gas to
consumers on Vancouver Island once
pipeline construction is finished.

- Petro-Canada also continued efforts
to expand its access to pipeline trans-
portation in order to sell gas into Califor-
nia and the U.S. Northeast. In 1990, the
Company signed an agreemerit with -
Kern River Gas Transmission Company to
transport 60 million cubic feet per day
to southern California. When the Kern
River pipeline goes into service in the
first quarter of 1992, Petro-Canada will
transport gas through Kern River and
existing arrangements on the Northwest
Pipeline system, providing an important
new export opportunity for the Com-
pany’s British Columbia production.
Letters of intent have been signed with
California customers for 20 million cubic
feet per day.

To improve returns from the field
natural gas liquids business, Petro-Canada
took an overall 11 per cent equity ifiterest
in a de-ethanization and fractionation
facility at Fort Saskatchewan, Alberta.
Petro-Canada’s investment over 1990
to 1993 will be $18 million. The facility,
expected to begin operations in 1993,
will process most of Petro-Canada’s field
liquids at costs well below those cur-
rently incurred at third-party facilities.
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Adding value from Western Canada
copventional oil assets

While exploration in Western Canada

is grimarily targéted to natural gas, the
Company contiaues to add oil reserves
from a mix of e)(ploration, developrﬁent
andl enhanced récovery.

During the year, 33 million barrels
of bil and natwral gas liquids were
bapked as proved reserves. In addition
to the reserves from the Golden Lake

{millions of oil
equivalent barrels)

*. . Proved reserves
(net before royalties)

waterflood booking, 3 million barrels
ware added as a result of a miscible
flopd program. A further 3 million
bakrels were added from exploration
and development activities.

The Resources division has significantly
reduced costs and optimized production
in¥ecent years. Continuous improvements
aré being souglit by mobilizing the ideas
ofiall staff to improve business perfor-
mance. Individually, the increments are
srqaﬂ, but, added together, such ideas
yigld considerable gains as responsibility
for improvement becomes entrenched '
inthe roles of front-line employees.

The divisior began to adopt in 1990 a
tokal quality management approach for
imiproving busiﬁess performance.

Frontier moving to development
Fitteen yeass of exploration investments
have built for Petro-Canada a strong port-
fdlio of offshore discoveries, with poten-
tiad reserves tofalling 720 million barrels
of oil and 7.3 trilion cubic feet of gas.
Hewever, until 1990, there had been no
dévelopment that could lead to a return
Of investment.in September, following
y@ars of complex negotiations and 11
yaars after Petrno-Canada shared in the
infitial Hibernia oil discovery, the Com-
pany and its co-owners signed binding
agreements with the governments of
Chnada and Newfoundland and Labrador

PROVED RESERVES
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177 1152 1130 1106 1040

Petro-Canada reserves have been
consistently over 1 billion barrels

of oil equivalent.
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TEAMWORK IN TOUGH NEGOTIATIONS

BROUGHT HIBERNIA BREAKTHROUGH

KEY NEGOTIATORS: SENIOR COUNSEL GARTH PARKER
SENIOR SUPERVISOR STEVE MA OF FRONTIER BUSINES

DEVELOPMENT AND CHIEF ECONOMIST JOHN RIMELL

HARD-WON AGREEMENTS AMONG CONSORTIUM MEMBERS
AND GOVERNMENTS ENABLED CONSTRUCTION TO BEGIN FOR

THE HIBERNIA OFFSHORE OIL DEVELOPMENT

17
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to launch construction of the Hibernia
project. By year end, crews were devel-
oping the site in Newfoundland where
the concrete base for the production
system will be built and the processing
facilities assembled.

The participants have set up the
Hibernia Management and Development
Corporation to run the project. As a
25 per cent participant, Petro-Canada’s
share of pre-production expenditures
will be approximately $1.1 billion after
government grants. Production is sched-
uled to begin in 1996. When booked,
Hibernia will add at least 131 million
barrels to Petro-Canada’s proved oil
reserves. The Company'’s share of
production will reach a maximum of
27 500 barrels per day.

Terra Nova, also off Newfoundland,
will likely be the next major offshore
oil field to proceed to development.
Petro-Canada discovered, operates and
has a 44 per cent interest in the project.
The Company's share of potential
reserves is at least 132 million barrels.
During 1990, Petro-Canada and its
co-owners completed engineering and
reservoir studies leading toward selec-
tion of a floating production system.
Terra Nova oil could be on stream in
the late 1990s, with maximum produc-
tion for the Company reaching 44 000
barrels per day.

Together, Hibernia and Terra Nova
will more than double Petro-Canada’s
daily light crude production. Develop-
ment of these two fields will likely spur
delineation and development of other
discoveries, such as Ben Nevis, Hebron,
Whiterose and West Ben Nevis.
Petro-Canada has working interests
in all these fields.
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Steady participation

in the oil sands

Petro-Canada’s 17 per cent interest in

the Syncrude plant provided the Com-
pany with 26 700 barrels of synthetic
crude per day in 1990. Syncrude provides
close to one third of Petro-Canada’s -
crude oil production.

A consortium in which Petro-Canada
has a 15 per cent interest continued
preliminary engineering for the OSLO oil
sands mining project near Fort McMur-’
ray. The participants expect to be ready
in late 1991 to make a decision on
whether to proceed with development.

Petro-Canada participated with other
companies in further work on a new
technology involving dredge mining, -
low-temperature bitumen extraction and
ore transportation. A small demonstration
plant is being caonsidered to test com- ’
mercial applications of the technology. -

In situ activity during 1990 included
record bitumen production, a,veraging
3 400 barrels per day, from the 50 per
cent owned Wolf Lake facility. in May,
PCE) Hangingstone was brought on stream
as a 13-well, cyclic steam stimulation
pilot. Petro-Canada is operator of, and
has a 25 per cent interest in, this in situ
bitumen joint venture.

Active international player

The Company continued to expand its
program of internationa!l exploration in
1990. Petro-Canada is focusing on explo-
ration opportunities in under-explored
areas outside Canada where there are
prospects of finding large oil reserves
with low production costs.

Between November 1989 and May
1990, Petro-Canada acquired exploration
rights in Myanmar, Vietnam and Yemen.
In Myanmar, Petro-Canada operates one
onshore block with a 70 per cent interest
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and participates in another with a 30 per
cent interest. More than 1 000 kilometres
of seismic were shot by year end and
drilling is planned for both blocks in
1991. In Vietnam, Petro-Canada has
operatarship and a 50 per cent interest
in three offshore blocks south of the
Mekong Delta. A 4 500 kilometre seis-
mic program was finished in 1990 and
an exploration well is planned in 1991.
Seismic data was being gathered at year

end in Yemen, where Petro-Canada is
operator and 35 per cent participant in
onshore acreage near the Oman border.
In the middle Magdalena Valley of
Colombia, Petro-Canada participated
with a 50 per cent interest in two success-
ful delineation wells in the Tisquirama
block to follow up a 1989 oil discovery.
Further development is planned for 1991.

PAKISTAN

YEMEN

COLOMBIA

MYANMAR
MALAYSIA
VIETNAM
PAFPUA NEW GUINEA

MAP SHOWS COUNTRIES IN WHICH PETRO-CANADA HAS

CURRENT COMMERCIALLY DRIVEN EXPLORATION PROGRAMS

IMPORTANT LAND ACQUISITIONS WERE MADE IN 1990, WHILE SOME

PROJECTS MOVED INTO THE DRILLING PHASE

INTERNATIONAL THRUST SEEKS LARGE,

LOW-COST OIL RESERVES
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Products Bivision

The Products division benefited in 1990
from improved margins and the effi-
ciency measures initiated in 1989. Earn-
ings in 1990 were $126 million, up 21 per
cent from a year earlier. Cash flow
increased 9 per cent to $258 million,
reflecting a jump in operating earnings
from 2.1 to 2.4 cents per litre. This
increase resulted primarily from improved
margins. Expense savings in 1990 were
offset by higher refinery operating
expenses, largely due to maintenance
shutdowns at most of the Company'’s
refineries and a refinery fire.

Capital expenditures on property,
plant and equipment were $162 million,
plus $59 million invested in the MTBE
plant. Total expenditures were up 6 per
cent from 1989. Proceeds from the sale
of refining and marketing assets
amounted to $36 million.

Daily sales of petroleum products in
1990 were 42 700 cubic metres per day,
a decrease of 3.8 per cent from the previ-
ous year. Lower demand for petroleum
products, resulting from the recession in
the Canadian economy, and some loss of
sales, due to the closing of uneconomic
facilities, caused much of the decline.

Petro-Canada’s refineries processed
43 600 cubic metres per day of crude oil
in 1990. With refinery capacity totalling
54 200 cubic metres per day, average

OPERATING EARNINGS

refinery utilization was 80 per cent. This
figure was down from 1989 due to lower
sales and refinery shutdowns. _

Although pleased with the substan-
tial progress made in 1990, r’nanagemeﬁt
is looking for an even greater contribu-

(cents per litre)

[Z3 Operating earnings
{before depreciation
and taxes)

tion to Petro-Canada’s financial success
from the Products division in future

p——— ———e
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Operating earnings, a key

90

24

measure of operating efficiency,

years. The division's strategic review,
finished in January 1991, identified
opportunities for improvement and
specific action plans. The division will
intensify efforts to reduce costs and
infuse a customer focus into every -
aspect of operations. In addition, each .
business segment will be ségregated to

ensure all parts of the organization o [

generate maximum value.

Ro%ining mmore efficiently ; ' |

- {millions of dollars)

Petro-Canada took further measures

Refining
3 Marketing
Total

in 1990 to increase the efficiency of its
refining network.

*excludes $59 million

Capital expenditures continued.to expenditures on MTBE plant

focus on improving reliability, environ-
mental performance and safety. In 1990,
construction was completed on a $20
million in-line gasoline blending facility
at the Montreal refinery. The Company
also began work on a $13 million rein-
strumentation and control room renova-
tion project. At the Oakuville plant of the
Lake Ontario refinery, a new $10 million
water treatment facility was commis-
sioned and an $18 million automation -
program completed.

87
49

122

88
82

161

EXPENDITURES ON PROPERTY,
PLANT AND EQUIPMENT

89
115

209

CINANCIAL

(stated in millions of dollars) 1990 1989
Earnings 126 104
Cash flow from operations 258 237
Proceeds from sale of assets : 36 21
Expenditures on property, plant and equipment 221 209
CPERATING 1990 1989
Petroleum product sales (thousands of cubic metres per day) 42.7 44.4
Retail outlets at year end 3205 3295
Refinery crude capacity at year end (thousands of cubic metres per day) 54.2 54.2
Crude oil processed by Petro- Canada (thousands of cubic metres per day) 43.6 46.5
Average refinery utilization (per cent) 80 86

rose in 1990 to 2.4 cents per litre,

90
89

162°

Petro-Canada continued steady
investment in the downstream,
following peak spending on lead
phase-out in 1989. .




SELECTIVELY INVESTING IN REFINERY

INVESTMENTS SUCH AS THIS AUTOMATED CONTROL ROOM

AT MONTREAL WILL IMPROVE THE RELIABILITY AND SAFETY

OF REFINERIES AND PERMIT EFFICIENCY GAINS
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INITIATIVE AIMS TO BOOST PROFITABLE
GASOLINE SALES
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MEPEAN, ONT,, ASSOCIATE JIM COGLEY DISCUSS|
JCAL UNIT MANAGEMEN JEAS WITH MARKETING

REPRESENTATIVE LUKE RYAN

RETAILERS GAIN SKILLS TO IMPROVE BUSINESS AT THE LOCAL LEVEL

WITH BUSINESS COUNSELLING FROM COMPANY PERSONNEL
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’ '-'.Utilizatlon rate

~t78 716 M 8 80

i

X Overall refrnery uullzatron was’

. AVERAGE REFINERY UTILIZATION

down in 1990 due to lower sales -

- and refinery marntenance ;

shutdowns

v

Consrstent with its strategy of reduc-» '

"ing reflnnng costs, Petro Canada

announced in January 1991 plans to close ‘
the Taylor Br|t|sh Columbla reflnery and '

K IR § sell certain. of |ts assets for net- proceeds
8 87 88 89’ 80. - -

of $13 m|II|on Petro- -Canada- customers
“inthe reglon will be served from the l '

Edmonton and Port Moody reflnerles

The Company plans to re start in

mld 1991 the catalytic cracker at. the Port

" Moody, Bntlsh Columbia, refrnery This .

. change will-enable Petro- Canada to take

o

Y

full advantage of market demand The .

- Company will continue. to' optlmlze the

operatlons of the Edmonton ‘and Port
Moody refineries by retalnlng the ablllty
to: send both crude oil and partially pro-: -

: “cessed energy streams to Port Moody i
from Edmonton via the Trans Mountam .

plpelrne Tl ‘1:,,7

«

" An explosron and f|re at the Edmon-

. ton reflnery on May 24 led to the tragrc

deaths of two valued employees and -

- substantral damage to the crude orl

B

r

processrng ‘area. Productlon was
restncted until repairs were. completed
‘in August ‘Product supply was main- '
talned to all customers through other
Petro- Canada refmenes and arrange- - ,_’
ments wrth third partles . oo

s

Pt-oduct de'velop’rhé,nt "

for the. future S R

"-1n 1990, Petro- Canada mvested a total
of $16 m|ll|on on downstream research

~and development to anticipate the lmpact centratlng on customer satlsfactlon at

of future enwronmental Ieglslatlon and ",

) develop |mproved products for customers.'

The Sheridan Park research and’
development centre in MlSSlssauga
Ontano completed an expan5|on of |ts
englne and vehicle test facllltles The

performance of new fuels and lubrlcants .
* can now be assessed under the most

ngorous operatlng condltlons

Researchers contmued to focus on-
“the development of hlgh value specralty
Iubrlcants Takrng advantage of the "
Company s unlque “HT manufactur-

ing process these specralty products
offer superlor performance and beneflts ’
whrch cannot-be matched by the - )
competrtlon For example
defoamer oil, an ultra pure ‘product
developed to assrst the pulp. and paper
rndustry in meetrng stnngent enwron— .
mental targets captured a domlnant

Purlty

market position in Canada dunng 1990
Also in 1990, a new line-of ! Vulcan
greases was launched for use’ in the -

- mmrng |ndustry and other speclallzed

‘markets. " .- )
The Company completed extensrve L
tnals ofa premrum grade. asphalt on .
major hlghways across Canada In 1991 ’
Premrum asphalt will be Iaunched
commerC|aIIy The- product will provrde

superuor performance and extend pave:

* ment life under Canada s severe clrmatlc
C condrtlons L

<

R

Improved effeciiveness L.
~, of retail marketmg

Toi |mprove its focus on customers L
_.Petro- Canada lntroduced a servrce- B
onented operatlng system known as
Iocal unit management Most retall
outlets will adopt the system by 1992
Local unrt management arms to. .- .,
mcrease profrtable gasolme sales by con-
-the orgamzatlon s front line. It provrdes
retail assocrates wrth tools and skills to _‘ :
take a more entrepreneurlal approach to
busrness whlle company representatrves

. act as business counsellors lndlwdual

srte-specrflc approaches emphasrze atten-f-

tion.to custOme‘r needs and local markets. *
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The Company continues to improve
the quality of its retail network. in 1990,
$47 million of capital spending was -
directed to upgrading retail facilities and
replacing underground tanks. To further
improve asset utilization, Petro-Candda
continued to divest unprofitable sites.
By year end, there had been a net raguc-
tion of 90 outlets in the retail network.

Developing a more vibrant
wholesale business

Entrepreneurship is crucial in the contin-
uing implementation of the "‘wholesale
marketer’’ program. Under this opesating
system, associates have greater resgonsi-
bility for customer service aspects of their
business, such as customer account
management. Bulk plants are automated
to enhance efficiency and competitive-
ness. By year end, the number of whole-
sale marketers had increased from 27 to
59. Rollout of the program is expected
to be complete by the end of 1992.

Petro-Canada’s working capital com-
mitment is significantly reduced when
a bulk plant is converted to a wholesale
marketer. The marketer takes a greater
financial stake in the business, inclading
responsibility for accounts receivable. ft
is anticipated the program will reduce
the Company'’s investment in working
capital by as much as $40 million.

The wholesale network was also

strengthened further as low-volume, low-

margin bulk plants were closed or sold.
Certain facilities were closed becauge
their contribution to performance eouid
not justify investments needed to meet
legislated environmental standards.
Additional consolidation is planned for
future years to strengthen the financial

_viability and competitiveness of the
network.
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Cleaner and environmentally
samnd products

White new environmental regulations
refquire significant investment in refiner-
ieg and marketing facilities, Petro-Canada
carrinued to find opportunity in the
changes required by today’s environ-
méntal concerns.

Petro-Canada is participating in a
joint venture to build the first plant in
Ca#nada, and one of the largest in the
world, to manufacture methyl tertiary
butyl ether (MTBE). MTBE is a high-value
otygenated gasoline blending component
uged increasingly in reformulating gaso-
lines to higher environmental standards.
MABE has cleaner burning qualities which
raduce harmiful emissions from automo-
blle exhaust. MTBE can also replace the
ottane loss as lead is removed from the
gasoline blend. Petro-Canada and Neste
Qy, the Finnish state oil company, are
cirrenﬂy 50 per cent co-owners of
Alberta Envirofuels Inc., operator of the
plant. Construction began in April 1990
at a site near Edmonton.

Total joint venture expenditures on
the MTBE plant and facilities will be $390
million. Start-up is expected in the first
quarter of 1992, with plant production
reaching 2 000 cubic metres per day.
The increasing use of cleaner-burning
fuwels in North America, Europe and Asia
is expected to provide strong and grow-
ing market demand for MTBE. In the
United States, the Clean Air Act of 1990
réquires higher oxygenate content in
gesolines sold in certain cities.

The new isomerization unit at the
Bdmonton refinery began operating
i May, increasing unleaded gasoline
capacity and enabling the final phase-
aut of lead in gasolines. The unit was
finished on schedule and under budget,
at a total cost of $59 million.

(thousands of cubic
metres perf day)

Em Gasolines
MmN Distillates
Other
Total

PEYROLEUM PRODUCT SALES

86 87 88 89 90

203 203 194 209 194
162 167 161 158 152

7.9 8.6 83 8.5 8.1
444 456 438 444 427

' Petroleum product sales

weakened in 1990 as a result of
the recession and withdrawal
from unprofitable markets.
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ETHBRIDGE, ALTA ., DRIVER BRIAN NUMM| AND WHOLESALE

IATE MURRAY LAUDER WITH MARKETER REPRESENTATIVE

WHOLESALERS ARE TAKING MORE RESPONSIBILITY FOR CUSTOMER

SERVICE AND BUSINESS SUCCESS WHILE REDUCING CORPORATE

CAPITAL NEEDS

WHOLESALE MARKETER PROGRAM
ENCOURAGES ENTREPRENEURIAL SKILLS
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MYBE PLANT MANAGER GARETH LLOYD AND DAN SORDCHAN
DIRECTOR, MTBE BUSINESS, AT CONSTAUCTION SITE IN EDMONTON

CONSTRUCTION BEGAN ON A PLANT TO PRODUCE MTBE, AN

ENVIRONMENTALLY PREFERRED OCTANE ENHANCER FOR BLENDING

INTD GASOLINE

ENVIRONMENTAL PRIORITIES CREATE

BUSINESS OPPORTUNITIES
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’ The network covers all of Canada s
-reglons ‘with |ts hlghest share of market

“1CG Propane Inc.

In 1990 Petro- Canada completed the

. acqursrtlon of thetpropane business of
’AInter -City Gas. Corporatron for $235 mrI
,Iron The business is carrred on through a
'whoIIy owned subsrdrary, |CG Propane Inc.’

_ Acqursrtron of the country s. second
Iargest propane marketer greatly expands
Petro- Canada s partrcrpatron rn retarl

; propane "The busmess has been consrs-
: tently profrtable It has strengthened ;
’ '*Petro Canada s cash flow and enables TR
< the Company to market |ts propane pro-".
ductron more effrcrently, whlle galnrng a.

posrtron rn the forefront of alternatrve
fuels LT

At year. end operatrons were con- ' ;
ducted through 137 company operated .

'branches and 1117 |ndependent retallers

S

in Quebec the Terrltones Brrtrsh Colum-

. "bia and the Prarnes An agreement srgned
~in July enables I€G Propane ) supply
propane for saIe through 220 Turbo Tl

service statrons |n Western Canada
ICG Propane operates frve service

,centres focused on. auto propane con-
. versrons 18 fleet refuellmg facrlrtres and
‘a smaII research and development facrlrty .
-in Wrnmpeg : ,,

About onethrrd of ICG Propane s

-'_sales are rn transportatlon where
o growth |s occurrrng due to. propane s "

reputatron as an economical and clean-
burnrng fuel. Other sa|es are to a broad :

) -
i .

range of rndustnal commercial, resrden- ’

tlal farm and remote Iocatron markets
; f Because it marntarns a decentralrzed
organrzatron and busrness relatronshrps
thatrare drfferent~from Petro Canada s,

*- ICG Propane Inc operates as a separate

entrty, with: lts head offrce in Wlnmpeg
Products contrnue to be marketed under
the ICG brand and aII dealrngs wrth o
Petro Canada are ona commercral basrs
ICG Propane contrrbuted $30 mil-
lion to Petro Canada s cash ﬂow from
operatrons in1990. Compared to pre-_
acqursrtron results thrs was a record
Management of operatrng expenses
attentlon 10, the customer and excep-
tronal growth in auto propane in West:

- ermn. Canada were the marn reasons for N

f thrs performance Propane sales

amounted to1 2 bllhon ||tres Expendr-
tures on property, p!ant and equrpment
were $16 mrllron mcludrng some re- -
|dent|frcat|on expendrtures arising from
the rntegratron into ICG Propane: of
Petro Canada s exrstrng farm and retarl
propane busrness ) '
FoIIowrng the acqursrtron IcG
Propane s management undertook a ]
strategrc eva|uat|on of customers needs
and expectatlons Refocusrng onthe
most rmportant customer expectatlons
permrtted a srgnrﬂcant reductron in -

operatrng costs most of whrch will be -

realrzed in 1991». K K

1990 - -

Propane sales (mrlhons of Irtres)

. JFINANCIAL . o
(stated-in mrllrons of doIIars) 1990
2 Earnrngs o 5
* Cash Flow from operatrons 30
: Expendltures on. property, plant and equlpment 16
OPERATING

(N

1245 .
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Corporate Responsibility

Safeguarding the environment

Supporting cultural
and charitable activities

= ..i.v - - -

Petro-Canada recognizes that a strong Petro-Canada as "'Canada'’s oil company’’.
reputation for corporate responsibility Through its actions, the Company must
contributes significantly to its business reinforce public support by demonstrat-

and financial success. The Company bene- ing that a commitment to Canadians is
fits from the public’'s identification with an integral part of doing business.

» A comprehensive environmental policy defines high standards for corporate perfor-

mance and makes environmental protection a personal responsibility of each employee.

+1990 spending on environmental items-totalled $68 million of capital expenditures
and $82 million of expenses; 42 per cent was for Resources, 58 per cent for Products.

« About 70 staff specialists have an environmental, health or safety function; the
senior environmental director reports directly to the Chief Operating Officer.

« An issues management system facilitates timely responses on environmental issues.

« Environmental information and procedures are regularly communicated to employees.

» The Company invested $96 million over three years to re-equip refineries and retail
outiets for the elimination of lead from gasolines. .

« 581 underground fuel storage tanks at service stations and other facilities were
replaced or upgraded in 1990 to eliminate risk of leakage due to corrosion; this was
year four of a nine-year $125 million program.

« Work continued on reducing emissions from gas processing facilities; gas plants at
Wildcat Hills and Kaybob were expanded while reducing total emissions.

+ Most new retail promaotional signs were produced from recycled plastics and printed
with non-toxic, biodegradable inks. ’

» Petro-Canada contributed $188 035 to the Scouts Canada tree planting program
through a Canadian forests postage stamp promotion at retail outlets.

« Suppliers’ environmental performance was a factor in awarding the 1990 paper
supply contract.

« Rigorous procedures are in place to prevent environmental damage; emergency
response plans are in place in case of an accident.

» Petro-Canada is a member of 28 local, regional and international! oil spill response
cooperatives, often taking a leading management and technical role.

« 17 safety audits were conducted under the Inte.rnational Loss Control Institute
program during 1990; Port Moody refinery earned a five-star rating - ILCI's highest.

« Company facilities are inspected or audited regularly to identify and correct potential
environmental problems.

« In international operations, Petro-Canada strives to incorporate its Canadian environ-
mental standards in all program activities. . ’

« Innovative technology developed for road construction in Northern Canada was
applied in Ecuador to reduce the impact of road construction on tropical forests.

« $3.6 million was invested in 1990 to support local, regional and national charities.

« Funds were directed primarily to arts and culture, education, health and welfare.

« Petro-Canada supported a full ra.nge of arts organizations across Canada, from the
Vancouver International Comedy Festival and the Sudbury Symphony to the Festival
international de Lanaudiére and Charlottetown’s Confederation Centre of the Arts.
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NEW WATER TREATMENT FACILITIES AT OAKVILLE PLANT WILL HELP

IMPROVE QUALITY OF EFFLUENT DISCHARGED TO LAKE ONTARIO

ENVIRONMENTAL IMPACT




Working with communities

A responsibie employer

Benefiting the Canadian
economy

o Several scientific and technical universi"ty research chairs received support.

o 31 Native university students received Native Education Awards in 1990.

o The Company and its employees contributed about $860 000 to United Way
campaigns across Canada. ‘

o Television sponsorships supported the productron of quahty Canadian programs
such as “‘Road to Avonlea”.

o The Olympic Torch Legacy Fund keeps the spirit of the Ol'ympic Torch Reley alive,
funding scholarships in 1990 to 83 Canadian athletes and eight coaches.

> Petro-Canada contributed $696 600 to the Torch Fund in 1990 through retail
promotions; since 1987, $5.5 million has been raised through the sale of 55 million
Torch Relay glasses. S

o Petro-Canada staff consult with communities wherever projects have potential
environmental or socio-economic impacts.

o A large portion of a former refinery site was restored in Ville d’Anjou, near Montreal,
and sold in 1990 for development as a golf course and-industrial park.

o Petro-Canada dealers and associates sponsored 1 461 local baseball teams through
the ""PlayBall"’ program. .

° The Company supported many community projects in areas of operations, from the
Provost, Alberta, community centre to the Hull, Quebec, "“Velobus’ safe cyclist path.
o In Calgary, it co- sponsored a Christmas Inter-Faith. Food Bank depot, collecting more
than 17 000 bags of groceries; in Montreal employees worked with Sun Youth
Organization volunteers to provide food baskets

o Employment equity initiatives have increased the representation of women,
aboriginal peoples, people with disabilities and visible minorities.

o Petro-Canada provides a working environment for employees and services to the
public in both official languages.

o Employee development is promoted through job postmgs developmental assign-
ments, training, seminars and tuition reimbursement.

o Employees with family responsibilities are assisted’through part-time jobs and job
sharing, flexible hours, day care in Calgary and an expanded parental leave policy.

o Efforts to ensure a safe and healthy workplace mclude seven occupational health
centres, extensive formal safety training, procedures for handlmg hazardous
substances and a smoke-free workplace, _

o Employee fitness is encouraged through a fitness club at head office and subsidies
for employees to join clubs at other locations. -

o An employee assistance program provides confidential personal counselling to
employees and their families. .

o A strict ethical code of conduct applies to all relations with suppliers, associates,
customers and the public. : _

o Purchases of goods and services from'more than 35 000 Canadian suppliers in 1990
provided jobs and benefits across the country.
°{n 1990, Petro-Canada incurred $595 million of federal, provmcral and municipal taxes,
in addition to $136 million of Crown royalties on oil and gas production.




Management s Dlscussmn
. and Analysns .

' Re’sul»ts o.f Operatio'ns IR

Busnness condltlons in 1990
Petro Canada s results are 5|gn|f|cantly
rnfluenced by the busrness envrronment
in partlcular crude-oil and. natural’ gas
prices and demand for naturaI gas and.
refined products i . ',
The results of the. NaturaI Resources
segment are largely dependent on the
prlce of crude oil on' world markets dom-
mated by OPEC Prlces in 1990 were '\V
hrghly volatlle rangmg from -a low of
u.s: $15 30° ‘per barrel for West Texas
Intermedrate toa hrgh of us.. $40 42
foIIowrng the |nva5|on of Kuwait. The ) '
average for the year was U S. $24 50,. '
compared to uss. $19 58 in" 1989 R
Ctdn contrast |ndustry prlces for natu-
ral gas contrnued at’ Iast year s low lev-
els, averagmg $1 60 per thousand cublc
. feet for, Alberta plant gate gas. and $1.38

Results of the Refrned Products

segment aré affected by crude oil and

- refrned product prrces demand for-
reflned products local market competi-
tlon/and reflnery utilization. The: sharply
mcreased volatrlrty of crude oil prrces
combmed wuth the tradrtronal lag in.-
adjustmg reflned product pnces and-the i

Lo re

ST

impact of srgnlfrcant price dlfferentrals . -

.on product imports from ‘the United.-
States led to extreme varrabllrty in mdus-
try reflned product marglns The ohset;

. of the recessuon in the Canadlan economy
. .depressed |ndustry domestlc sales of.
refmed products by about 2.4per cent
below the: prevrous year partlcularly
affectmg sales volumes in, Ontarlo Retarl
market competrtron remained |ntense
durlng 1990. - T f

Ta0

a0 _

30 —

CRUDE OIL PRICES
(U:S. § per barrel}

Based on(trading'month .
average NYMEX prices .
. (one month forward) for ~
© West Texas lntermedlate
at Cushing. -

17. pér. cent to '$5 873 million; reflectmg R - e
hlgher saIes prlces and the inclusion, for , o '

for British Columbla wellhead gas, as COhSOlldated results

. competmon among gas marketers pre- Revenues ona consolrdated basts rose
vented major rncreases in contract or
spot sales prlces Overall, |ndustry sales

: volumes were down approx|mately " the flrst time, of’ revenues of ICG Propane

<o ‘0.5] per cent from 1989 levéls:‘Record: ngher prlces ‘were offset in part by

’ export sales farled to offset a declme of lower sales of refmed products crude oil o

about 4 5 per cent’in domestlc sales and natural gas. T .‘ . . L :

B - '

K

o ’

SUMMARY OF SEGMENTED_ nesuus - g I ' -
(stated in mrIIlons of dollars) e : - : et co :

7 . T 19%0° " T : 1989 -
£ ) . - . o o o | Inter- . * - Inter-* o
l . T Natural . Refined' Corporate . segment . ) Natural Refined Corporate * segment B
. ) - Resources" Products - and Other sales Consolldated Resnurces . Produc_tsv “and Other s sales cansolldated,
Segment revenue . - 1314 ‘4948 . 433 (822). 'S'873. 1151 4442 - .73 (640) 5026
et earnmgs (loss) 11203 126 . (148) - 181.0°° 89 104 (173 1 7 - 20
- Cash flow from (used rn)operatrons : x4‘80_“" .258 4» i o0 ve21.7 137407 237 (159 - - .- 452
o Proceedsfrom sales,of property, plant R SRR ' o ) Ry
T andeqmpment : 211 -3 9 ‘256. 97 . 21 4 118
Expendrtures on property, plant and o : S o CL T AR T
. equlpment and exploratlon 40 393 221 . r N .643 © 334 - 209 .25 568
Capital émployed . T, 2474 2964, 663 6101 2498  2822- . 203 5523
Returnon capital employéd (per cent) .82 . 44 5.1 - 6.0 - 35 . 3.8 7 (13,9) . 27 -
" cash row return on capital employed (per: cent) 19.3° ©...8.9  12.2° 1316 1477 087 (9.5) 10.4 .
' Return on equrty (per cent) . : ' - s I 2 £ ’ ;()'.8\

Note - :
Thls table summarizes In'ormutlon contamed in Note 20 to the,
i d financiat The results 6f ICG Propane Inc.
are included in the Corporate and Other segment from
January 1, 1990 . .
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Consolidated net earnings were $181
million, compared to $20 million in 1989.
Included in net earnings were $29 mii-
lion in gains on disposals of assets, up
from $25 million in the previous year.

The highest average crude price
recorded since 1985 was the primary fac-
tor in earnings from Natural Resources
operations more than doubling. The
resultantincrease in supply costs to
Refined Products was recovered through
higher product prices. However, a signifi-
cant portion of the high-cost supply was
held in inventory at year end. Improved
margins were the main contributor to
the increase in Refined Products earnings.

The cost of crude oil and product
purchases rose 27 per cent or $524 mil-
lion, primarily as a result of higher crude
costs and the inclusion of ICG Propane’s
cost of sales of $210 million.

During 1990, the Company realized
planned savings of $167 million in over-
head and operating expenses from levels
that would otherwise have been reached.
These savings were attributable to'the
internal reorganization and staff reduc-
tion program initiated in 1989 at a cost
of $92 million. Countering these savings
were operating and general and admin-
istrative expenses of ICG Propane totalling
$109 million and increases in costs, due
largely to inflation. High refining costs,
associated with an unusually high number
of maintenance shutdowns at the Com-
pany’s major refineries and a refinery
fire, overshadowed decreases in other
producing expenses. Overall, marketing,
general and administrative expenses and
producing and refining costs declined by
$44 million.

A drop in depreciation, depletion
and amortization charges more than off-
set higher exploration expenses. Federal

sales and other taxes rose mainly due to
hi’;yher rates of tax on gasoline and higher
refined product prices. .

Interest expenses were up $56 million
due to higher interest rates and a net '
in¢rease in total debt of $294 million,
oacasioned by the acquisition of ICG
Propane and the financing of other
investing activities.

Income taxes rose $115 million as a
result of the $276 million increase in
pre-tax earnings. The effective rate for
income taxes dropped to 47.8 per cent
frem 71.8 per cent in 1989, reflecting thé
pr@sponionately greater impact of non-
daductible expenses included in 1989
pre-tax earnings. .

Cash flow return on capital employed
was 13.6 per cent, up from 10.4 per cent
in 1989 due to higher cash flow from
operations befere deduction of interest
expenses. Improved earnings increased
the return on capital employed from
2.7 per cent to 6.0 per cent, while return
on equity increased from 0.8 per cent to
7.2 per cent.

Natural Resoerces
Revenue in Natural Resources was $1 314
m!lion, an increase of 14 per cent from
1989. Net earnings increased from $89
million to $203 -million. Gains on asset
digposals contributed $33 million, up
frem $23 million in 1989.

~ This improvement was due to.a num-
bar of factors. Average sales prices for
crede oil, bitumen and field natural gas
liqusids increased 24 per cent over 1989. -
Valumes dropped 6 per cent, largely as
a sesult of naturally declining production
ari_d the sale of producing properties.
Hi@her crude ofl prices, partially offset

by lower production volumes and a
stionger Canadian/u.s. dollar exchange
rate, contributed $109 million to the

{millions of dollars)

8 Cash flow
f 3 Net earnings (loss)

(per cent)

Y9 Cash flow
basis
. . Earnings basis

CASH FLOW AND EARNINGS

86 87 88 89 90

650 726 597 452 621
7 92 (54) 20 1181

RETURN ON CAPITAL EMPLOYED

86 87 88 89 90

138 149 123 104 136
2.0 33 0.7 27 6.0
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of-barrels per day) ™
£ Average sale price
(dollars per barrel)

B

[ (net before royalties)
. T N0
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¢ Production (millions,
. Averagé sale price

cubic feet)

‘(tho'usar'tds;of‘ v p
cubic‘me:tres per day)
. - f
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- (net before'royaltjes) -
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. - Production (thousands
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CONVENTIONAL CRUDE.OIL, .
' BITUMEN AND NATURAL GAS
. LIQUIDS R I

m

8 87 8k

80.2 - 752,

17.33 2083 '1549' 18,58 23.00
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- PETROLEUM PRODUCT SALES

v
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: m||||on |n1989 Segmentlncome taxes

5

revenue mcrease Revenue from natural

gas sales' decllned by $25 m|II|on marnly
because of 3, drop in productron volumes
of 13 per cent Th|s drop was caused prr-

marrly by pnce related export restrlctlo'ﬂs '

v " on Brrtrsh Columbla productlon and frnal
676

delrvery in 1989 of take of’ pay volumes
under a major plpelme contrac : Lower
dellverab|||ty and reduced shlpper vol--

umes were “also factors SaIe pnces for

natural gasfwere up sllghtly over 1989
‘ averaglng $1 53 per thousand cublc feet

Revenue from natural gas Irqwds mar-

ketlng straddle plants and othe“ bu5|
nesses rmproved by $59 mrlllon marnly

.j : as a result of hlgher prlces : ~1, L

Expenses in. the Natural Resources

. segment mcluded the cost of sales asso-

Sovety

C|ated W|th natural gas Ilqurds marketrng
‘and straddle plant operatrons Wthh
rose $29 mrllron drlven by hrgher prlces

' on purchases of natural gas ||qU|ds Pro-

ducrng marketlng general and admlnrs- .
tratrve expenses decreased $17 mlllron
prlmarlly the- result of ongomg programs
to control. and. reduce cgsts. . ’

The reductlon in depreC|at|on deple-' ;

‘tron and amortrzatlon charge‘, amount-
|ng 10 $57 mrIIron was attrrbutable to

‘

lower upstream productron in 1990 and

certaln orl and -gas property wrltedowns

recorded |n1989 Somewhat hrgher :

' exploratlon expenses were mcurred in

©1990-dueto’ |ncreased drlllrng geophy
sical and geologlcal expenses S '}
lncome taxes rose $81 mlllron to a

total of $l77 mrlllon on mcreased pre tax :

earnmgs of $380 mrIIlon up from $185

were provrded at an effectlve rate of .
46 6| per cent compared to 51 9 per cent

‘ |n 1989 as non deductlble |tems hada’

proportronately smaller |mpact on tax- -

o=

able earnrngs in 1990

Co contnbutrng factor was the closure of

Refmed Products T L

Revenue from Reflned Products was col

$4 948 ‘million rup 1 i per ‘cent from

1989 due to crude orl cost drlven prlce‘v .

rncreases of 16 per cent partrally coun-
tered by a declrne in sales volumes of

the declme in volume resulted from the

recessron in the Canadlan economy A

margmal facmtles L :
Operatlng earnrngs mcreased

14 per cent 1024 cents per Irtre from

2 1 cents per lrtre ln 1989.

let earnrngs
" Were $126 mllllon 2 per cent hrgher -
thaniin 1989 o R
Crude il and product purchase costs
wer up ‘18" per cent |n 1990 to- $2 880

’

”mllllon Refrnrng and other operatrng costs -

“inc eased by $52 mllhon due 1 : an un-
’ usually hlgh number of reflnery mamte- _
g nance shutdo ns and a refrnery frre '

These cost mcreases were offset by

. general and admlnlstratrve expenses
related to ratlonallzatlon and efﬁcrency
measures Federal saIes and other taxes,‘ )

were up’ $38 mrllron as a result of hrgher o

rates of tax on gasolrne and: hrgher
product prrces Deprecnatron and amor— ,'
t|zat|on charges |ncreased sllghtly

‘Income taxes’ rose $8 mllhon to a v
total of: $96 mrIIron on rnc‘eased pre- tax' :

. rearnmgs of $222 mllllon Income taxes

Wwere prowded at a rate’ of 43! 2 per cent
down from 13 8 per cent rn 1989 as«"
non- deductrble expenses represented a
smaller proportron of pre-tax earmngs |n

.33
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Corporate and Other
Corporate and Other revenues rose by
$360 million to $433 million in 1990

~ with the acquisition of ICG Propane. Seg-
ment net losses decreased by $25 million
to $148 million. Net earnings from ICG
Propane were $5 million after amortiza-
tion of the non-tax-deductible premium
over book value of net assets acquired.

The reduced net loss in 1990 arose

from a $92 million saving in general and
administrative expenses linked to the
non-recurrence of 1989 charges associ-
ated with the internal reorganization
and staff reduction program. This saving
was offset by an increase in interest
expenses of $56 million due to higher
interest rates and an increase in average
debt levels. Pre-tax segment losses,
excluding ICG Propane, were $41 million
lower, resulting in a reduction in recov-
ery of income taxes of $21 million.

Liquidity and Capital Resources

Operating activities

The Company has principally relied upon
cash from operating activities supple-
mented by short- and long-term debt
financing to fund its cash requirements.
Short-term debt is used to fund working
capital requirements and to provide

CORPORATE AND OTHER SEGMENT RESULTS
(stated in millions of dollars}

bridge financing. As a Crown corpora- »
tion, Petro-Canada has not been able to
access public equity markets to raise
capital for its activities.

Cash flow from operations was
$621 million in 1990, up 37 per cent over
1989, due largely to higher earnings.

The increase in operating working
capital of $307 million was due in part
to the effects of significantly higher oil
prices on the carrying value of crude oil
and refined product inventories, accounts
receivable and accounts payable. Other
factors included a year-over-year reduc-
tion in income taxes payable and in
advances owing to the former parent - -
company. The increase in operating
working capital would have been highe_r,
were it not for the sale of $212 million of
accounts receivable to a third party.
Because of the increase in operating
working capital requirements, cash .
generated from operating activities fell
to $294 million, a drop of $110 mition
from 1989. The higher investment in
operating working capital served to
increase the current ratio to 1.0 from 0.8.

ICG Propane Inc. Corporate Activities Total
1990 1989 1990 1989 1990 1989
Segment revenue 362 - 71 73 433 - 73
Net earnings (loss) 5 - (153) (173) (148) (173)
Cash flow from (used in) . :
operations 30 - (147) (159) (159)

Note:

The Corporate and Other segment includes
the results of operations of ICG Propane
from January 1, 1990.
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. Accounting Matters

During 1990, the Canadian Institute
of Chartered Accountants (CICA)
revised its standards on accounting
for capital assets. The Company is
required to apply these standards
either prospectively or retroactively
in 1991, but the CICA encourages
earlier application. The new stan-
dards require changes in Petro-
Canada’s accounting policies for
asset writedowns and for future
removal and site restoration costs.
The new asset writedown recom-
mendation, which requires the net
carrying value of an asset to be
written down when it exceeds the
net recoverable amount, was
adopted prospectively by the Com-
pany in 1990. Previously, the
Company applied a market value
'‘ceiling test’’ to capitalized costs
in each individual oil and gas pro-
ducing field. This change in
accounting increased 1990 net
earnings by $31 million.

The new recommendation on

» ~ future removal and site restora-

tion costs requires that these costs
be charged to earnings and accrued
as a liability when such costs can
be reasonably determined and
when there is a probability of their
being incurred. Petro-Canada is
participating with other oil and

gas companies to establish indus-
try guidelines for estimating future

' restoration obligations, with a

view to applying the new recom-
mendation in 1991.

The Company reclassified
certain items in prior years’ con-
solidated statements of earnings
to conform with new CICA recom-
mendations on the presentation of

" extraordinary items. This reclassi-

fication did not affect net earnings.
The Company recorded a prior
period adjustment as a result of
income tax reassessments and
related interest applicable to 1983
and proposed reassessments for

-other years prior to 1990. The cumu-

lative amount charged to retained
earnings as at January 1, 1990, was
$173 million.

These accounting matters are

-described in more detail in Note 3

to the consolidated financial state-
ments.
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. EER |nvesting activities

@ Debt to capital‘employed
7" Cash flow.to debt .

. N
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. INVESTING ACTIVITIES
AND CASH'FLOW
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DEBT TO- CAPlTAL EMPLOVED >
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|n 1989. The relnvestment rate of’ cash

1990 and 1989 focused on exploratlon

‘exploratlon and $106 mrllron for devel

"rnternatronal areas amounted 1o $45 .

Investing activities
lnvestlng actrvrtles in 1990 “totalled .
$689- mrllron of which $235 mllllon

. ‘was attrlbutable to the: acqursrtlon of
,'ICG Propane. : '

Expendltures on property plant and

'equrpment and exploration totalled
"'$643 mllllon up $75 million'over 1989.

The Natural Resources segment accounted
for 61 per cent of the outlay, compared

to 59 per cent in 1989. Refrnlng, market-
ing and other expendrtures accounted '

- for 39 per- cent in-1990° and 41 per cent

V “flow from operatlons rose to m per cent ‘
from 87 per cent in 1989~

Consrstent wrth the Company s strat-. ‘

.. egy, expendrtures in Natural Resources |n‘

and development in Western Canada

_lv_and on |nternat|onal exploratlon Expen

dltures |n 1990 for conventronal actrvrtles-'
in Western Canada were $90 mrllron for

opment,’ Acqursrtrons of producmg prop )
erties totalled- $95 million. Spending i in ’

mrllron and in oil sands and frontrer
areas $57 mrlllon Of the latter amount,
$12 million was related to the Hlbernla
pro;ect ’

N

Reflned Products expendrtures on
property, plant and: equrpment were -

~+$221'million in 1990, asmallincrease
. over 1989 Reflnrng expendltures of $89.

million weré concentrated on relrablllty,

enwronmental and safety programs. '

Marketrng .and other expenditures. of
$132 mrlllon included- $59 m|II|on for the
Company 550 per cent share of MTBE
plant constructron costs The balance
‘was directed at the marketlng network

‘espeaally retall site upgradrng and-
funderground tank replacement Comple-
4 .,tron of the | MTBE plant'is expected by

early 1992 at‘a total cost of $390 million.
Expendltures for Corporate and

‘Other property, plant and equlpment

were $29 million, rnclud|ng $16 million

.. In I€G-Propane. Spendlng in 1989 was-

$25 million. .
Envrronmental capltal expendltures

trncluded in expendltures on property,, )
’ ‘plant and equipment and exploratlon '
totalled $68 million compared wrth $118
' "mrllron |n 1989 The majorrty of these

costs were mcurred in Reflned Products

~Vin connectron with the phase out of

leaded gasollnes refrnery wastewater

SUMMARY OF STA'I'EMEN'I’ OF CHANGES IN FINANCIAL POSITION

‘(stated in mrllrons of dollars) -

Operatmg actnvntles
Cash flow from operatrons
Decrease in advances on future

_ natural gas delrverres ) :
Increase in operatrng working capital

Investmg activities
Fmancmg actlwtles and leldends

Increase} (decrease) in ‘cash

T 1990

1989

621 452
{200 .26
(307) (22
294 - 404
- (689) @392
404 (69y
) (57)
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quality improvements and the upgrading
of storage tanks at retail and wholesale
marketing sites.

Proceeds from sales of assets gener-
ated $256 million, compared to $118 mil-
lion in 1989. These sales were made as
part of the Company’s ongoing asset
rationalization program. Proceeds of
$211 million were realized from sales of
oil and gas properties and an interest in
the Sedco 710 semi-submersible drilling
rig. Sales of retail and wholesale market-
ing assets contributed $36 miltion, while
other assets were sold for $9 million.

Increases in investments and other
assets totalled $67 million in 1990, as
additional treasury shares issued by
Westcoast Energy Inc. were subscribed
for on a pro rata basis. This maintained
an equity position of 37 per cent. In 1989,
a reduction in investments combined
with increases in other assets generated
net funds of $58 million. Partial repay-
ment to Petro-Canada of advances to
Petro-Canada Centre was offset by West-

- coast share purchases and additional
pension funding.

Financing activities and dividends
The combined short-and long-term debt
level was $2 242 million at year end, an
increase of $294 million over the previ-
ous year. The increase consisted of new
long-term debt of $348 million, partially
offset by repayments and the retirement
of three outstanding debt issues amount-
ing to $51 million. New long-term debt
consisted of a placement of U.S. $300
million, 20-year debentures with a cou-
pon rate of 8.60 per cent. This long-term
financing was undertaken to repay

36

short-term notes payable and thereby
lessen the Company’s exposure to fluc-
tuations in short-term interest rates.

Common shares were issued to
Petro-Canada Limited for proceeds of
$158 million. Dividends paid on common
shares were $45 million in both 1990
and 1989.

A key financing objective of the
Company is a prudent capital structure
which balances business and financial
risks while seeking financial market ‘
opportunities. As a key component of its

borrowing strategy, the Company seeks

to match the average term to maturity
of long-term debt to the average life of
its assets. At year end, the average term
to maturity of Petro-Canada’s long-term
debt was approximately 15 years. Work-
ing capital and bridge financing require-
ments will continue to be met through
the issuance of short-term debt.

Other financing obligations consisted
of indemnities with respect to $230 mil-
lion of long-term debt associated with
Petro-Canada Centre, an office complex
in which the Company holds a 50 per
cent interest.

The Company’s cash flow to debt
ratio was 27.7 per cent at year end, up
from 23.2 per cent in 1989 due to
improved cash flow. Higher debt levels

caused a slight year-over-year deteriora- -

tion in the debt to capital employed and
debt to debt plus equity ratios.

Risk Management

The Company continues to miti-
gate financial risks through the
ongoing rebalancing of its fixed/
floating rate debt to minimize the
impact of interest rate fluctuations.
Petro-Canada also diversifies its

- sources of funds and maintains an

evenly distributed spectrum of
long-term debt maturities while
controlling the overall levels of
borrowing.

- Petro-Canada employs risk
management strategies for its
insurance program and in dealing

- with volatility in exchange rates,

interest rates and commodity
prices.

The broadest insurance cover-
age available is purchased in the
world market for the full spectrum
of the Company’s insurable risks.
Insurance limits, consistent with
industry practice, are based on the
largest probable loss estimates.
Retentions, in the form of de-
ductibles and self-insurance, are
set at conservative levels.

~ As crude oil is priced in U.S.
dollars, a significant portion of
Petro-Canada’s revenues is affected
by fluctuations in the Canadian/
U.S. exchange rate. Long-term bor-
rowing requirements are funded
primarily in U.S. dollars, providing
a partial hedge against such cur-
rency fluctuations. The Company
continually monitors its foreign
currency requirements and applies
hedging strategies to mitigate the
risk of loss due to currency fluctu-
ations. Borrowing in the United
States also provides access to a
larger and at times less expensive
debt market than is available in
Canada. .

Petro-Canada hedges against
adverse price movements in its
basic products through a limited
program of trading crude oil in
commodity futures markets. The
value of hedges and open posi-
tions at year end was not material.
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Future capital expenditures will. be
financed primarily by cash from opeva- .
tions and proceeds from asset salés:
Subject to business conditions and the
achievement of asset sales objectives,
Petro-Canada anticipates that capital
and exploration expenditures will
approach $860 million in 1991, Excluding
the $235 million acquisition of ICG
Propane in 1990, that is an increase of
$150 million over 1990. Added expendi-
tures, as currently planned, relate mainly
to the Hibernia offshore project, MTBE
plant construction and upgradmg of
downstream facilities.

On the basis of the agreement sigried
in late 1990 to proceed with Hibernia,
Petro-Canada as a 25 per cent participant
expects to incur approximately $1.1-bitfion
of estimated pre-production expendiﬁxes
over the 1991-1996 period after federai
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and provineial government grants. In
1991, expenditures net of grants are

e@ected to be-$100 million, with a fur-
,tk@r $200 milken in each of 1992 and

1993.

“The asset rationalization program’
will continue ;1991 and 1992. Both
Nétural Resourdes and Refined Products
asaets will be involved. Early in 1991, the
Cd:npany announced it will close its
reiinery at Taqur, British Columbia, and

self associated-asets for net proceeds of .

$18 million.

‘A key management objective in 1991
is $he successful privatization of Petro-
Cagada. The public offering of shares
will allow the Cémpany to reduce its
shert-term debt; thereby strengthening
its f@apital structure.

SENSITIVITIES AFFECTING PRE-TAX CASR ELOwW FRQM OPERAFIONS

(based on actual levels of operations in 1990)

Approximate
increase (decrease)
on pre-tax cash flow

Average from operations
Factor 1990 Increase {millions of dollars)
Natural Resources
Price of crude oil U.S. $24.50 U.s. $1.00 $27
per barrel per barrel
Price of natural gas $1.53 per $0.10 per 14
thousand thousand
cubic feet cubic feet
Production of conventional crude oil 52000 1000 7
barrels barrels
.« per day per day
Production of natural gas 498 miflion cubic 10 million cubic 5
feet-per day feet per day
Canadian dollar/U.S. dollar exchange rate $0.86 k $0.01 (8)
Refined Products?
Average sales price of gasoline? $0.3?l perlitre  $0:01 per litre 71
Crude oil and product purchases $189.21 per $1.00 per (15)
cubic metre cubic metre
Petroleum product operating margins* 2.4 cents 0.1cents - 16
- per litre per litre

Notes:

- As the factors noted may be interrelated, the impact of a chagge

in one factor may be compounded or offset by changes in other
factors. The application of these sensitivities may: notnecesi’aﬁly
lead to an accurate prediction of future results of operations.

3 rglated to Refined P(oducts are |ndependent of those
oNatural Respurces
sales price of g‘asq!%g does not include fedeval excise

tovindial motor fuél taxes.
g earnings before
jtaxes.

preciation, amortization and

Effects of inflation

. The Company’s capital expenditures

and operating, marketing, general

. and administrative expenses are

subject to the effects of inflation.
Prices received for oil and gas pro-
duction are not readily adjustable

. to cover any inflation-related

increase in costs.




SPOT CRUDE OIL PRICES AND™
FLOW-THROUGH CRUDE OIL COST
AT TORONTO

{dollars N . .
per barrel) b e m — .-
! 90
3 Spot 27 27 25 22 22 20 21 32 39 42 38 32

price
€1 Flow-through 24 24 25 27 27 25 23 22 20 26 33 40
cost

IRefnned Product: Prlcnng amd
Crude QOil:Costs

- Many tactors influence refined ..

product prices in the marketplace -
besides. crude oil costs and sales "
taxes.

In the short run, competltlve
conditions in local markets remain
the most |mportant determinant

-of motor gasoline pruces ‘Over -
. tnme, refiners seek to. recover Faw.
" material costs, but competntlon

prevents any. dlrect\flow-through: ‘

" to product prices, which are set-by

the market and thus dlfflcult to

. predict.

The dlstance lbetween the ‘
prnmary sources of crude oil pur- -

chasés, in Western Canada, and the .

major markéts for refined products,
in'Central’ Canada, results in'a 60

" to 90 day delay before purchased:,
. “crude oil is transformed .into’ re-
... fined product and sold to the,end

‘user. Conséquently, the flow-
through of crude oil costs to Can‘a-,

- dian consumers normally lags
: lbehnnd current crude oil costs.

Most Canadian refiners adhere
to an accounting procedure which

- matches finished product sales

to the physical flow of crude oil,

“commonly reterred to as "flrst-ln;

first-out’’ ‘or "IFIIFo" 'Il'hus, the « -
price of thea first lbarrel of crude oil
placed'in mventory should be
reflected in the first litre of
refined product sold.
Converselly, most U.S. compa-
nies employ an- accountmg proce-’
dure knotwn as ‘‘last-in, first-out’’

‘or ‘‘LIFO’*. This method of inven-
-tory costing matches the cost of

the most recent barrel of crude.oil
placed in inventory with the price
of the first gallon of product sold.

As a result, there is a’high correla- .-

tion hetween current crude oil
costs and refined product prices,

- with little or none of the delay

prevalent in the Canadlan market
© With an open border permlttmg
access on both sides. to refined

" product at the wholesale or.*‘rack’’

level, these contrasting | methods '
of nnventory costing have a major
impact on Canadian product pric-

.ing. The impact is particularly

large during' pernods of’ extreme
volatllnty in crude’oil: prlces as in
the latter part of 1990 and early
1991. .
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Durllng pernods of rlsmg crude -

' costs, refined product prices in .

the Umted States rise more quickly -
than in Canada, retlectmg the dif- .
ferences between the FIFO and LIFO

: |nventory costing methods Cross-

_ border purchases Iby u. S marcketers .
' of Iower-prlced Canadian products

- contribute to the fnrmmg of prnces
in Canada. With an increase in com-
petltwe actnvuty and a more rapld
drawdown of refmed product. .
inventornes Canadnan prices may
actually increase dntterently from

" what would be expected some-

times Iagglng and sometnmes lead-
ing the actual ﬂow-through of
crude oil costs

Durmg peruods of falling crude -
°l| costs,'the opposite occurs., Cana-
dlam ‘raclk’’ purchasers import
Iower-prnced refined products from
- 'the United Stateés: Lower U.S. ~
prnces “and the competntnve nature
of petroleum marketing in Morth
"‘America exert downward. pressure
on,prlces "often much more quickly
than would allow Canadian refin-'
ers to recover ‘the actual ﬂow- '
through cost of crude oil.
- ' These striking differences .
between.invento‘ry costing meth-
ods in the Canadian and U.S. mar-

© kets contrilbuted to the Canadnan

downstream mdustry s strong
financial performance during the
second half of 1290, a period of
rusuig crude oil costs. For the same

. reason depressed earnings are

antncipated durmg the first q|uar-
" ter of 1991 ‘when crude o|I prices
dropped sharply

L
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Gliossary of Financial Terms and Ratias

TERMS

Cash flow
Cash flow from operations®.

Capital employed
Total assets less current liabilities excluding

short-term notes payable and the current portion

of long-term debt.

RATIOS

Debt
Short-term notes payable and long-term debt
including current portion2,

Current ratio

Current assets divided by current liabilities.

Reflects the Company's short-term liquidity
and its ability to pay short-term trade debts.

Cash flow to debt
Cash flow divided by debt. Indicates the Com-
pany'’s ability to discharge its outstanding debt.

Debt to debt plus equity

Debt divided by debt plus equity3. Shows the
relative amount of debt in the Company's
capital structure. It is a measure of financial
strength.

Debt to capital employed

Debt divided by capital employed. Measures the
extent to which the Company'’s asset base has
been financed by debt.

Notes:

1 Prior to 1989 - deduct dividends on redeemable preferred shares.

2 Prior to 1988 - add redeemable preferred shares valued at
year end Cdn./U.S. dollar exchange rates.

3 Prior to 1988 - reduce shareholder’s equity by the valuation
adjustment on redeemable preferred shares at year-end
€dn./U.S. doflar exchange rates.

4 Prior to 1989 - add back dividends on redeemable preferred
shares.

S Prior to 1989 - add back dividends on redeemabie preferred
shares grossed up by 1/1 - tax rate.

40

interest coverage

Earnings basis: Farnings¢ before interest expense
and provision for income taxes divided by
interest expense plus capitalized interests.

Cash flow basis: Cash flow# before interest
expense and current income taxes divided

by interest expense plus capitalized interests.
Both are indicators of the Company's ability

to service its debt.

Reinvestment ratio ‘
Net expenditures on investing activities divided
by cash flow. Indicates the rate at which cash
flow is reinvested.

Cash flow return on capital employed
Cash flow4 plus after-tax interest expense
divided by average capital employed. Measures
cash flow generated relative to the asset base.

Return on capital employed

Net earnings# plus after-tax interest expense
divided by average capital employed. Measures
earnings generated relative to the asset base.

Return on equity

Net earnings divided by average shareholder’s .
equity?. Measures the return earned by the
shareholder on its investment in the Company.
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Management’s Responsibility
for the Financial Statements

The financial statements have been prepared by management in accordance with generally accepted accounting principles
appropriate in the circumstances. Management is responsible for the other information in the Annual Report, which is
consistent, where applicable, with that contained in the financial statements. Management is also responsible for installing and
maintaining a system of internal control to provide reasonable assurance that reliable financial information is produced. The
Company has an internal audit department whose functions include reviewing the system of internal contro! to ensure that it is
adequate and functioning properly.

The Board-of Directors is responsible for ensuring that management fulfills its responsibilities for financial reporting and
internal control. This responsibility has been carried out by the Board of Directors of Petro-Canada Limited (formerly
Petro-Canada), the former parent company, principally through its Audit Committee. The Audit Committee has met with
management, the internal auditors and the external auditors to satisfy itself that responsibilities were discharged properly and
'to review the financial statements.

The external auditors conduct an independent examlnatlon in accordance with generally accepted auditing standards, and
express their opinion on the financial statements. Their examination includes a review and evaluation of the Company’s system
of internal control and appropriate tests and procedures to provide reasonable assurance that the financial statements are
presented fairly. The external auditors have full and free access to the Audit Committee of the Board.

Auditors’ Report

To the Honourable John McDermid, P.C., M.P.
Minister of State (Privatization and Regulatory Affairs)
House of Commons, Ottawa, Ontario

We have audited the consolidated balance sheet of Petro-Canada (formeriy Petro-Canada Inc.) as at December 31, 1990 and 1989
and the consolidated statements of earnings, retained earnings and changes in financial position for the years then ended. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An
-audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Company as at December 31, 1990 and 1989 and the results of its operations and the changes in its financial position for the
years then ended in accordance with generally accepted accounting principles. As required by the Financial Administration Act,
we report that, in our opinion, except for the change in the method of accounting for capital asset writedowns as explained in
Note 3(b) to the consolidated financial statements, the accounting principles have been applied, after giving retroactive effect to
the change in the method of accounting for extraordinary items as explained in Note 3(a) to the consolidated financial statements,
on a consistent basis. '

Further, we have audited the transactions of the Company and its consolidated wholly-owned subsidiaries that came to our
notice in the course of the above mentioned audits, to determine whether they were in accordance with Part X of the Financial
Administration Act, the regulations, the charter and by-laws of the Company and its consolidated wholly-owned subsidiaries and
any directives given to the Company pursuant to the Act. Our examinations of these transactions were made in accordance with
generally accepted auditing standards. In our opinion, these transactions were, in all significant respects, in compliance with the

authorities specified.

. Calgary, Alberta : Chartered Accountants
February 15, 1991
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PETRO-CANADA
(Formerly Petro-Canada Inc.)

Consolidated Stagemgntof Earnings

For the years ended December 31,
(stated in millions of dollars)

1990 1989
(Restated)
{Note 3)
Revenue
Operating 5 680 4852
Investment and other income 193 174
5873 5026
Expenses
Crude oil and product purchases 2 501 1977
Marketing, general and administrative (Noto 5) 995 1 064
Producing and refining 839 814
Exploration 111 98
Depreciation, depletion and amortization 373 396
Federal sales and other taxes (Note 6) 429 384
Interest on long-term debt 137 101
Other interest 141 121
5 526 4 955
Earnings before Income Taxes 347 71
Provision for Income Taxes (Note 7)
Current 130 52
Deferred 36 (M)
166 51
Net Earnings 181 20
Consolidated Statement of Retained Earnings
For the years ended December 31,
(stated in millions of dollars)
1990 1989
(Restated)
. (Note 3)
Retained Earnings (Deficit) at Beginning af Year,
as previously reported - (987)
Prior period adjustment (Note 3) (173) (148)
Retained Earnings (Deficit) at Beginning 0¥ Yeav,
as restated (173) (1135)
Transfer from contributed surplus (Note 17) 135 987
Net earnings 181 20
Dividends on common shares (45) (45)
Retained Earnings (Deficit) at End of Year 98 (173)
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PETRO-CANADA
(Formerly Petro-Canada Inc.)

Consolidated Statement of Changes in Financial Position

For the years ended December 31,
(stated in millions of dollars)

1990 1989
(Restated)
(Note 3)
Operating Activities
" Net earnings : s 181 $ 20
Non-cash items included in earnings (Note 8) : . 329 ) 334
Exploration expenses . 111 - 98
Cash flow from operaﬁons 621 452
Decrease in advances on future natural gas deliveries (20) (26)
Increase in operating working capital (Note 9) . (307) (22)
B 294 404
Investing Activities
Acquisition of ICG Propane inc. (Note 4) . ' ' (235) -
Expenditures on property, plant and equipment and exploration _ (643) (568)
Proceeds from sale of property, plant and equipment . ' 256 118
(Increase) decrease in investments, net (50) ' © 76
Increase in other assets, net (17) ‘ (18)
(689) (392)
Financing Activities and Dividends
Proceeds from issue of long-term debt : T ‘ . - 347 240
Proceeds from issue of common shares 158 -
Decrease in short-term notes payable, net (5) (258)
Dividends on common shares : : (45) (45)
Reduction of long-term debt : , _(51) (6)
404 (69)
Increase (Decrease) in Cash . 1 -9 (57)
Cash and Short-Term Deposits at Beginning of Year ‘ 27 84
Cash and Short-Term Deposits at End of Year 8 36 § 27
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PETRO-CANADA
(Formerly Petro-Canada Inc.)}

Consolidated Balance Shét W

As at December 31,
(stated in millions of dollars)

1990 1989
(Restated)
(Note 3)
Assets
Current Assets
Cash and short-term deposits $ 36 % 27
Accounts receivable (Note 10) 773 808
Inventories (Note 11) 964 677
Prepaid expenses 48 45
1 821 1557
Investments (Note 12) 504 467
Property, Plant and Equipment, net (Note 13) 4 778 4626
Other Assets (Note 14) 175 93
$ 7278 § 6743
Liabilities and Shareheoldar’s Zcily
Current Liabilities
Short-term notes payable (Note 19) $ 705 3 710
Accounts payable and accrued liabilities 1 043 875
Income taxes payable 134 197
Advances (Note 19) - 148
Current portion of long-term debt - 6
1 882 1936
Long-Term Debt (Note 15) 1537 1232
Deferred Credits (Note 16) 191 231
Deferred Income Taxes 997 967
Shareholder’s Equity (Note 17) 2 671 2377
$ 7278 $ 6743

Approved on behalf of the Board

Y/ /.

Director
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PETRO-CANADA
{Formerly Petro-Canada Inc.)

Notes to Consolidated Financial Statements

(stated in millions of dollars)

Note 1: Summary of Significant Accounting Policies

(a) Basis of Consolidation »
The consolidated financial statements include the accounts of Petro-Canada (formerly Petro-Canada Inc.) and of all subsidiary -
companies ('‘the Company”’). ‘

The excess of the consideration paid for the shares of subsidiaries over the underlying net book values at the dates of
acquisition is attributed to the related assets acquired and is amortized over the life of these assets. ‘

(b) Inventories
Inventories are stated at the lower of cost and net realizable value. Cost of crude oil, refined products and merchandise is
determined on a ‘‘first-in, first-out’’ basis. ‘

(c) Investments ,
The Company accounts for investments in companies over which it has significant influence on the equity method. Other
long-term investments are accounted for on the cost method.

(d) Property, Plant and Equipment
The Company accounts for its investment in exploration and development activities on the successful efforts method. Under
this method the acquisition cost of unproved acreage is capitalized. Costs of exploratory wells are initially.cap.italized pending
determination of provéd reserves and costs of wells which are assigned proved reserves remain capitalized while costs of
unsuccessful wells are charged to earnings. All other exploration costs are charged to earnings as incurred. Development costs,
including the cost of all wells, are capitalized.

Substantially all of the Company’s exploration and development activities are conducted jointly with others. Only the
Company'’s proportionate interest in such activities is reflected in the financial statements. .

. The interest cost of debt attributable to the construction of major new facilities is capitalized during the construction period.

Overburden removal costs relating to oil sands which will be mined in future years are deferred and are charged to earnings

when the related oil sands are mined.

(e) Depreciation, Depletion and Amortization )
The carrying amounts of significant unproved properties are evaluated periodically for impairment with any such impairment
being charged to earnings. The cost of other unproved properties is amortized over their average holding period.

Depreciation and depletion of capitalized costs of oil and gas producing properties is calculated using the unit of production
method: T ‘ : :

Depreciation of other plant and equipment is provided on either the unit of production method or the straight line method
as appropriate. Straight line depreciation rates are based on the estimated service lives of the related assets.
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PETRO-CANADA
(Formerly Petro-Canada inc.)

Notes to Copsblidgted izgncial Statements

(stated in millions of dollars)

Note 1: (Continued)

(f) Income Taxes
The Company makes full provision for income t.1xes deferred as the result of claiming depreciation, exploration, development

and other costs for income tax purposas which differ from the related amounts charged to earnings.

(g) Translation of Foreign Currency
Monetary assets and liabilities are translatad inio Canadian collars at rates of exchange in effect at the balance sheet date. Other
assets and related depreciation, denletion and ¢ mortization, other liabilities, revenue and other expense items are translated at
rates of exchange in effect at the respective tra.1saction daies. The resulting exchange gains or losses are included in earnings,
except for unrealized exchange gains o- losses '7ising on translation of long-term debt, wh|ch are deferred and amortized over
the remaining term of the debt.

Foreign operations are integrated with the ( ompany’s other activities and are translated in the manner described above.

(h) Postemployment Benefits

In addition to its pension plans the Comnany provides for other postemployment benefits, mc!udmg health, dental and life
insurance, to its qualifying retirees. The cost of “nase benzfits is charged to earnings when paid by the Company.

Note 2: The Petro-Canade Funl o oitielne

On February 1, 1991 the Petro-Canada Public Par:icipation Act {‘the Act”’) received Royal Assent. The Act authorizes the Company
to proceed with an Initial Public Offering of sna:as of the Company to the public subject to restrictions on non-resident and
individual share ownership of 25% and 10%, respectivaly.

The Act also provides that:

« the name of the Company is changad from Patro-Canada Inc. to Petro-Canada,

- the name of the former parent comozny is ciianged from Petro-Canada to Petro-Canada Limited,

« the shares of the Company held by Patro-Caiizda Limited are transferred to the Minister of State (Privatization and Regulatory
Affairs), '

- the Company’s head office will be situated ii: Calgary, anc

+ the sale of substantially all of the assets of individual business segments is restrlcted

The Company is negotiating arrangements for its short-term and long-term financing requirements, including the servicing
and refinancing of its present indebtednass to Poiro-Canada Limited.
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- PETRO-CANADA

(Formerly Petro-Canada Inc.)

Notes to Consolidated Financial Statements

(stated in millions of dollars)

Note 3: Accounting Changes and Prior Period Adjustment

Changes in Accounting Policies

(a) In 1990 the Company adopted, retroactively, the new recommendations of the Canadian Institute of Chartered Accountants
on the presentation of extraordinary items. Items previously reported as extraordinary have been reclassified as expenses of
continuing operations and the related income tax effects have been included with the provision for income taxes.

(b) In 1990 the Company adopted, prospectively, the new recommendations of the Canadian Institute of Chartered Accountants
on capital asset writedowns. The new recommendations require a writedown when the net carrying amount of an asset exceeds
the net recoverable amount. Previously the Company applied a “ceiling test’’ to capitalized costs of oil and gas producing
properties to ensure that these costs in each individual field did not exceed the fair market value of the related proved reserves.
The effect of this change was to increase 1990 net earnings by $31 million. -

Prior Period Adjustment

in 1990 the Company was reassessed for income taxes and related interest for the 1983 taxation year and was notified of
proposed reassessments for other years prior to 1990. As a resuit, the previously reported income tax provisions, net earnings
‘and retained earnings have been adjusted and the financial statements for these years have been restated. Accordingly, retained
earnings as at January 1, 1990 and 1989 have been reduced by $173 million and $148 million, and 1990 and 1989 net earnings
have been reduced by $17 million and $25 million, respectively. '

Note 4: Acquisition of ICG Propane Inc.

.

In 1990 the Corﬁpany completed its acquisition of ICG Propane Inc., the propane division of Inter-City Gas Corporation.
This acquisition was effective January 1, 1990 and has been accounted for by the purchase method as follows:

Book value of assets acquired $ 164
Book value of assumed liabilities ) . (78)
| ' 86
Excess of attributed value over book value of acquired net assets:
Property, plant and equipment $ 71
Goodwill 78 - 149
Total cost of acquisition C - % 235

Funds for the acquisition were provided from cash flow from operations and short-term borrowings.

Note 5: Marketing, General and Administrative

In 1989 the Company impleménted an internal reorganization program which resulted in a staff reduction. The cost of this
program, in the amount of $92 million, is included in 1989 marketing, general and administrative expenses.
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PETRO-CANADA
{Formerly Petro-Canada Inc.)

Notes to Consolidated Finggc'arl Statmets )

(stated in millions of dollars)

Note 6: Taxes and Crown Royc i.as

1990 1989

Items included in the statement of earnings:
Federal sales taxes . $ 363 § 328
Other taxes . 66 56
429 384
Provision for income taxes " 166 51
$ 595 $ 435

In addition, Crown royalties paid and paid in kind of $136 million (1989 - $133 million) togéther with federal excise taxes and
provincial fuel and sales taxes of $1 675 million (1989 - $1 554 million) are not included in the statement of earnings.

Note 7: income Taxes

The provision for income taxes of $166 million (189 - $51 million) represents an effective rate of 47.8% (1989 - 71.8%) on
earnings before income taxes of $347 million (1289 - $71 million). The computation of the provision, which requires adjustment
to earnings before income taxes for non-taxable and non-allowable items, is as follows:

1990 1989
Earnings before income taxes $ 347 § 71
Add (deduct) ’
Royalties and other payments to provincial governments, net » 139 137
Federal allowances .
Resource allowance ' ' (133) (103)
Tax depletion : - - (36)
Non-deductible depreciation, depletion and amortization : 73 68
Non-deductible interest - ) S 17 20
Non-taxable gains (6) @
Equity in earnings of affiliates , : (37) (31)
Other . (19) (8)
Earnings as adjusted before income taxes ' 8 381 § 111
Canadian Federal income tax at 38.0% (1289 - 39.5%) applied to earnings as adjusted $ 145 § 44
Large Corporations Tax . 10 5
. Provincial and other income taxes, net of federal abatement » 13 7
Provincial income tax rebates (2) (5)
Provision for income taxes ' ‘ $ 166 $ 51
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. Notes to Consolidated Financial Statements

(stated in millions of doltars)

Note 8: Non-Cash Items Included in Earnings

1990 1989
Depreciation, depletion and amortization 373§ 396
Gain on sale of property, plant and equipment (69) 45)
Deferred income taxes 36 (1
Equity earnings, net of dividends received (9) (6)
Other ’ (2) (10)
329 § 334

Note 9: Increase in Operating Working Capital
1990 - 1989
Accounts receivable 35 § (73)
Inventories (287) (117
Prepaid expenses (3) 4
Accounts payable and accrued liabilities 168 : 110
Income taxes payable (63) 17
Advances (148) 45
Other (9) . -
(307) % (22)

Operating working capital is comprised of working capital other than cash and short-term deposits, short-term notes payable and

current portion of long-term debt.

Note 10: Accounts Receivable

In 1990 the Company entered into an agreement to sell, with limited recourse, accounts receivable on a revolving basis. As at
December 31, 1990 accounts receivable of $212 million have been sold pursuant to this agreement, resulting in cash proceeds of .

$200 million.

Note 11: Inventories

Crude oil, refined products and merchandise
Materials and supplies

1990 1989
907 $ 615
57 62
964 §$ 677
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' Notes to Consolidated Financial Stamnis

(stated in millions of dollars)

Note 12: Investracnts

1990 1989
At equity

Westcoast Energy inc. $ 353 § 293
Petro-Canada Centre : . 92 94
Other 28 42

At cost .
Mortgages and other investmeants 31 38
$ 508 § 467

o

Westcoast Energy Ine. (""Westagast’™)
At December 31, 1990 the Company rale aparcximately 37% (1989 - 37%) of the outstandlng common shares of Westcoast
with a quoted market value of $453 million (1288 - $378 million).

Petro-Canada Centre

The Company owns 50% of Petro-Canzca Centre, an office complex in Calgary The Company has entered into a long-term
lease for use of a portion of the complex and, a5 at December 31, 1990, has provnded support for a guarantee of $230 million
of long-term debt related to the facility.

Neto 13: Prepaerty, Piont one Lol oand
o B <880 1989 1990 1989
Accumulctod Accumulated
Depreciction, . Depreciation,
Depletion and Depletion and
C :'ﬁt Amomz:tmg Net Cost Amortization Net Capital Expenditures
Natural resources
Oil and gas
Canada S ONGES 8 TSvae 8 1697 $ 3746 $ 2030 % 1716 $ 237 § 187
Foreign <3 3 15 87 57 30 5 22
Oil sands -
Syncrude Project vEY Cy 590 764 173 591 23 13
Qther A 277 - 212 212 - 5 7
Natural gas liquids 260 <G 114 217 103 114 11 4
Other vy SIS 21 76 53 23 1 3
[AR O 2 38% 2 437 5102 2628 2474 282 236
Refined products
Refining < 83 S8 1 259 1762 495 1267 89 115
Marke‘ting and other < CEC 268 814 950 198 752 132 94

2 CEs 8228 2 073 2712 693 2019 221 209

Other property, plant .
and equipment [Sie: 267 268 322 189 133 29 25

B6G3 & Bses $ 4778 $ 8136 $§ 3510 $ 4626 $ 532 § 470

S

Capital expenditures include $2 million (1989 - nil) of ca:xitalized interost.
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(stated in millions of dollars)

Note 14: Other Assets

1990 1989
At cost ‘ _
Oil sands overburden removal costs 47 3 43
Less portion related to oil sands to be mined within one year 21 18
' 26 25
Deferred pension funding 32 36
At amortized cost
Goodwill 72 1
Deferred financing costs 18 17
Other 27 14
175 $ 93
Note 15: Long-Term Debt
Maturity 1990 1989 |
In Canadian dollars
. 8.25% unsecured notes - 3 "
In United States dollars
7.75% unsecured notes - 14
9% unsecured notes - 26
LIBOR less 0.8% unsecured notes (U.S. $125 million) 1995 145 144
7.25% unsecured debentures (U.S. $200 million)! 1996 232 232
9.50% unsecured debentures (U.S. $200 million)! 2003 232 232
8.60% unsecured debentures (U.S. $300 million) 2010 348 : -
8.25% unsecured debentures (U.S. $200 million)! 2016 232 232
9.70% unsecured debentures (U.S. $100 million)? 2018 116 115
8.80% unsecured debentures (U.S. $200 million)! 20192 232 232
. 1537 1238
Less current portion - 6
1537 § 1232
1 Due to Petro-Canada Limited (Note 19).
2 Redeemable in 2004 at the option of the holder thereof.
The minimum repayment of long-term debt in the next five years is $145 million in 1995, -
Note 16: Deferred Credits
1990 1989
Translation adjustment on long-term debt 100 $ 114
Advances on future natural gas deliveries 49 69
Long-term liabilities 42 48
191 § 231
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PETRO-CANADA
{Formerly Petro-Canada inc.)
Notes to Consolidated Financial Statements

(stated in millions of dollars)

Note 17: Shareholder’s Equity

1990 1989
Common shares $ 1 9 1 000
Contributed surplus 2 572 1 550
Retained earnings (deficit) ' - 98 (173)
$ 2671 § 2 377
The authorized share capital of the Company is comprised of an unlimited number of:
~ {a) Canadian dollar cumulative, redeemable, preferred shares without nominal or par value;
(b) U.S. dollar cumulative, redeemable, preferred shares without nominal or par value;
() Class A non-cumulative, non-voting, preferred shares without nominal or par value; and
(d) Common shares without nominal or par value. ’
Changes in Share Capital and Contributed Surplus were as follows:
1990 1989
Comman Shares Contributed Commeon Shares Contributed
Shares Amount Surplus Shares Amount Surplus
Balance at beginning of year 4216011 $ 1000 $ 1550 4216011 § 1000 % 2 537
Issued for cash 189 910 158 - : - - -
Reduction of stated capital - {1 157) 1157 - -
Transfer to retained earnings - - (135) - - (987)
Balance at end of year 4405921 $ 19 2572 .- 4216011 $ 1000 $ 1550

In 1989 the Company approved the adoption of the successful efforts method of accounting which resulted in a decrease in
retained earnings to a deficit of $987 million as at January 1, 1989. An amount of $987 million was transferred from contributed
surplus to retained earnings to offset this deficit.
~ In October 1990 a reduction in the common share stated capital of $1157 miillion and a corresponding increase in contributed
surplus, together with a transfer from contributed surplus to retained earnings, were approved. The transfer from contributed
surplus to retained earnings offset a deficit of $135 million.

In January 1991 the Company issued 37 415 common shares for a cash consideration of $31 m|II|on to Petro-Canada Limited,
thereby increasing the number of issued common shares to 4 443 336.

In January 1991 the Company approved articles which amended its authorized share capital so as to provide for an unlimited
number of:
(a) Preferred shares issuable in series designated as Senior Preferred Shares;
(b) Preferred shares issuable in series designated as Junior Preferred Shares; and
(c) Common shares.

Note 18: Pension Plans

The Company's plans are defined benefit plans with the benefits generally based upon years of service and average salary during
the final years of employment. They are funded by the Company based upon the advice of an independent actuary.

Plan Status as at December 31 ‘ 1990 1989
Actuarial value of assets $ 588 § 536
Pension obligation 527 508
Net pension asset ‘ $ 61 § 28

‘The net pension asset is amortized to earnings over the expected average remaining service life of the employees covered by the
plans, which is currently 13 years.
Pension funding and expense amounted to $9 million (1989 - $31 milfion) and $12 million (1989 - $20 million), respectively.
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Notes to Consolidated Financial Statements

_ (stated in millions of dollars)

Note 19: Related Party Transactions

The Company has short-term notes payable, advances and long-term debt (Note 15) payable to Petro-Canada Limited, the former
parent company (Note 2), and is negotiating with the Government of Canada to provide for the servicing and refinancing of this
indebtedness. :

Transactions with the Government of Canada and its agencies are in the normal course of business and are therefore on the
same terms as those accorded to non-related parties.

Note 20: Segmented Information

The Company operates in two business segments: .

Natural Resources, comprising: exploration, development, production, transportatnon and marketing activities for crude olil,
natural gas, field liquids, sulphur and oil sands; and extraction of liquids from natural gas.

Refined Products, comprising: purchase and sale of crude oil; refining crude oil into oil products; and distribution and
marketing of these and other purchased products.

Financial information by business segment is presented in the following table as though each segment were a separate
business entity. inter-segment transfers of products, which are accounted for at market value, are eliminated on consolidation.
Corporate and Other includes propane marketing, investment income, interest expense and unallocated general corporate
revenues and expenditures. Corporate and Other assets are prlnapally cash and short term deposits, investments in other

" companies, propane marketing assets and general corporate assets.

Natural Resources Refined Products Corporate and Other Consolidated .

1990 1989 1990 1989 1990 1989 1990 1989
Revenue .
Sales to customers and other revenues $ 506 $ 511 $ 4938 $ 4442 § 433 $ 73 $ 5873 % 5026
Inter-segment sales 808 640 14 - - -
Segment Revenue . $ 1314 § 1151 & 4948 § 4442 $ 433 § 73
Earniﬁgs
Operating earnings {loss) before the following: $ 678 $ 527 $ 377 § 339§ 54 % (799 .$ 1109 § 787
Depreciation, depletion and amortization (187) (244) (155) (147) - (31) (5) (373) (396)
Exploration expense (111) (98) - - - - (111) (98)
Interest . - - - - (278) (222) (278) (222)
Provision for income taxes (177) (96) (96) (88) 107 133 (166) (51)
Net Earnings (Loss) $ 203 $ 89 $ 126 § 104 $ (148) % (173) $ 181 § 20
Capital and Exploration Expenditures
Property, plant and equipment
and exploration expenditures $ 393 § 334 221 % 209 $ 29 § 25§ 643 § 568 -
Investments ' - - 1 M 49 . (75) 50 (76)
Other assets 2 4 10 3 5 " 17 18 -
Acquisitions - - - - 235 - 235 -

$ 395 § 338 $ 232 % 211 $ 3185 (39S 945 § 510

Total Assets : s’ 2724 $ 2733 $ 3694 § 3406 $ 860 % 604 $ 7278 § 6743 -

Capital Employed $ 2474 $ 2498 § 2964 $ 2822 ¢ 663 $ - 203 $ 6101 $ 5523
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Notes to Consolidated Financial Statements

(stated in miffions of doliars)

Note 21: Comparative Figures

Certain reclassifications have been made to the 1989 comparative figures to conform with the current year's presentation.

Note 22: Commitments and Contingent Liablilities

Commitments

(a) The Company has leased property and equipment under various long-term operating leases for periods up to 2009. The
minimum annual rentals for non-cancellable operating leases are estimated at $115 million in 1991, $108 million in 1992, $83
million in 1993, $68 million in 1994, $56 millicn in 1995 and $34 million per year thereafter until 2009.

(b) During 1990 the Company signed agreements with other joint venture participants and with the governments of Canada and
Newfoundland and Labrador to develap the Hibernia offshore oil field. Costs of this project to production start-up, which is
expected in 1996, are estimated at $5.2 billion; the Company's 25% share after government contributions is expected to be
approximately $1.1 billion. It is anticipated that total development costs subsequent to production start-up, estimated at
approximately $3.4 billion, will be financed from cash flow from the Hibernia project.

Contingent Liabilities

The Company is involved in litigation and claims associated with normal operations. Management is of the opinion that any
resulting settlements would not materially affect the financial position of the Company.
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PETRO-CANADA
(Formerly Petro-Canada Inc.)

Operations Information 7 ]

Principal Reserve Locations

Conventional Oil

Natural Gas

% of proved reserves at

% of reserves at

Field December 31, 1990 Field December 31, 1990
Golden take, Saskatchewan 19 Hanlan, Alberta 14
Valhalla, Alberta 10 Yoyo, British Columbia 8
Pembina, Alberta 8  Medicine Hat, Alberta 5
Bellshill Lake, Alberta 7 Ricinus, Alberta S
Nipisi, Alberta 6 Laprise, British Columbia 4
Gilby, Alberta ' 4
Brazeau, Alberta 4
Whitecourt, Alberta 3
Hatton, Saskatchewan 3
Wildcat Hills, Albe_rta : 3
50 ' 53
Principal Production Locations
Conventional Qil Natural Gas
% of % of
Field 1990 production Field 1990 production
Bellshill Lake, Alberta 14 Hanlan, Alberta 14
Valhalla, Alberta 9 Yoyo, British Colqmbia 12
Utikuma, Alberta 8 Whitecourt, Alberta 7
Nipisi, Alberta 6 Laprise, British Columbia 5
Provost, Alberta 5 Clarke Lake, British Columbia 5
Pembina, Alberta 5 Medicine Hat, Alberta 4
Brazeau, Alberta 5 Jedney, British'Col‘umbia 3
Kaybob South, Alberta 3
52 53
Productive Wells (gross/net)’ ]
Crude Oil Wells Natural Gas Wells Total Wells
at December 31,1990
Conventional ’ :
— Western provinces 6 681/1 964 2 625/977 9 306/2 941
In situ bitumen 400/200 -- 400/200

Note:

1. Of the wells shown, 188 gross (19 net) crude oil wells
and 196 gross (59 net) natural gas wells have muitiple
completions. Wells with multiple completions are
counted as one well.
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BRITISH
COLUMBIA

] 200 km

.. NORTHERN ALBERTA

A

WEST
PEMBINA /
ALBERTA

FOOTHILLS

6@

CONVENTIONAL
HEAVY OIL

Principal reserve and production locations

in Western Canada

® Oil reserve
and-production locations

Valhalla
‘Utikuma
Nipisi
Brazeau
Pembina
Golden Lake
Bellshill Lake
Provost )

00 NGO WU W =

A Natural gas reserve
and production locations

Clarke Lake
“Yoyo

Laprise
Jedney
Kaybob-South
Whitecourt
Hanlan
Brazeau

9 Gilby

10 Ricinus

11 Wildcat Hills
12 Medicine Hat
13 Hatton

0 NV A WN =

0 Value centres

British Columbia.
Northern Alberta
Whitecourt

West Pembina/Alberta Foothill
‘Conventional Heavy Oil (renamed
Eastern in 1991)
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PETRO-CANADA
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Operations Information

Refining and Supply Discussion

» Petro-Canada’s refineries produce a full slate of petroleum products, including gasoline, aviation fuels heating oils, heavy fuel

oils, kerosene and stove oils.

» The Mississauga plant of the Lake Ontario refinery produces a wide range of lubricating oils and limited volumes of other

« Petro-Canada obtains its crude oil and other refinery feedstock requirements primarily from purchases in domestic markets.

1.

2. Crude oil processed at the refineries includes volumes processed

3.

petroleum products. The Montreal refinery produces in addition to petroleum products a limited quantuty of petrochemical

feedstocks and solvents. The Edmonton refinery has the capability to process 6 600 cubic metres per day of synthetic crude oil.

Petro-Canada’s Western Canada upstream production represents 31 per cent of the Company'’s refinery requirements.
« Petro-Canada is party to a number of iong-term processing agreements. Under these agreements, the Company refines crude

oil on a fee basis for other industry participants or other refiners provide similar service to Petro-Canada.

Refining by Locations

Average Daily Volume

Daily Rated Capacity?

Average Utilization

of Crude Oil Processed at December 31 Rate
1890 1989 1990 1989 1990 1989
{thousands of cubic metres) {per cent)

Lake Ontario, Ontario 15.2 17.0 19.4 19.4 78 88
Edmonton, Alberta’ 13.9 15.6 18.4 18.4 76 85
Montreal, Quebec 12.2 11.8 13.9 13.9 88 85
Taylor, British Columbia® 2.3 2.1 2.5 25 92 84
Total 43.6 46.5 54.2 54.2 80 86
Supply Information

Average Daily Voluma

" 1990 1989

- ((housands of cubic mgtres)

Net domestic supply® 36.1 40.1
Net foreign purchases 7.5 6.4
Processed by Petro-Canada 43.6 46.5
Processed for others (12.4) (13.4)
Processed by others 10.6 10.6
Total Petro-Canada requirements 41.8 43.7

Notes:
Daily rated capacities are based on calendar days and definite

4. To be closed July 1991.

specifications as to types of crude oil, the products to be obtained 5. Net domestic supply consists of Petro-Canada’s net domestic
production plus purchases of domestic crude oil less the-Com-
pany's domestic and export sales of crude oil. In addition, it

and the refinery processes required. Variations in these factors
may result in actual capacities being higher or lower than rated
capacities.

by Petro-Canada for other companies.

In 1989 and 1990, the Edmonton refinery processed sufficient
crude to supply the Port Moody, British Columbia, facility with
3 400 cubic metres per day of partially processed feedstocks.

includes crude oil supplied by others for processing.
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PETRO-CANADA
(Formerly Petro-Canada Inc.)

(stated in millions of dollars unltess otherwise indicated)

1989

1990 1988 1987 1986
Financial Indicators (per cent)
Performance -
Cash flow return on capital employed 3.6 104 12.3 14.9 13.8
Return on capital employed 6.0 27 0.7 3.3 2.0
Return on equity 7.2 0.8 - (2.2) 3.8 0.3
Liquidity and Leverage o .
Current ratio (times) 1.0 0.8 0.7 1.2 1.2
Cash flow to debt 27.7 23.2 29.7 36.6 341
Interest coverage (times) ]
- earnings basis 2.2 1.3 0.8 2.3 1.6
- cash flow basis 3.7 3.3 4.6 5.4 4.4
Debt to capital employed 36.7 353 35.8 35.3 35.7
Debt to debt plus equity 45.6 45.0 T . 456 44.6 44.7
Expenditures on Property, Plant
and Equipment and Exploration
Resources division 3 393 § 343 612 $ 340 487
Products division 221 209 161 122 118
Corporate and other 29 25 29 29 20
643 577 802 491 625
Petroleum Incentive Program grants - 9 - 5 166
Total $ 643 $ 568 802 $ 486 459
Acquisitions $ 235 § - -3 - 301
Reinvestment Ratio 1.11 0.87 1.42 0.81 1.20
Employees (number at year end)
Petro-Canada 6 353 6 468 7 373- 7 204 7 740
ICG Propane Inc. 1 488 - - - -
Other subsidiaries 1 963 2 329 2 345 2102 1482
Total 9 806 8 797 9718 9 306 9222
Resources Division
Annual Operating Revenues
Crude oil and field natural gas liquids o
Conventional crude oil $ 373 § 356 307 §
Synthetic and bitumen 275 207 175
Field natural gas liquids 66 48 46
720 611 528
Natural gas 229 246 222
Sulphur 17 21 23
Natural gas liquids from '
straddle plants including ethane 200 167 152
Other 156 106 64
Total $ 1314 § 989 $

1151




§ @mmmmm

e »(stated in mllllons of dollars unless otherwnse |nd|cated)

“ pETRO- CANADA .

- (Formerly, Petro- Canada Inc )

/‘

o IProved Reserves
o (net before royaltles/after royaltles)

\ 4“ Crude OI| and fleld natural gas I|qu1ds {millions of barrels) -

3 Conventlonal crude oil
' Synthetlc and bitumen

- F|eId natural gas Ilqmds

Total

. . Natura| gas (tnlhons of cubic feet)
Lo Sul_‘phur (millions of tons)

) 1990 1989. - . 1988. .. 1987." 1986

Earnings’ $ . 203 $. 89S - (108 $ . .93 $.. (51

»‘Cas'h u‘=‘|¢'n"m from Oper'a'tiéiisj '$. 480§ - (374 § - 406 .$ . . :566.% . 408

Expendltures on Property, Plant

and Equnpment -and Exploratlon

Exploratlon ) : . : o :
Frontier . : $ ¢ 14§ 78 47§ 36 8. 237
Westein provinces 80 - 99 129 o101 62
. International -85 51 23 120

'Development : A : ' : B R

. Frontier . 1 5 7 5 08

Western provmces 200 Co133 265" : 107 ‘ 104

. Internatlonal o= -8 3 - 1
’ "Ollsands,_ : ,

" USyncrude- 23 13 142 Y 47

" Other” 5 2700 9 35 17

‘ 393 D343 . 612 340 . 487

‘-Petroleum Incentive Program grants _ - 9 . - - 5 -~ 166

".-'Total $ 393§ 334 $-. 612% ~ 335'% . 321
‘ Daily. Productlon o : ' '

(net, before royaltleslafter royalties)

"Crude oil (thousands of barrels) o . i
Conventlonal crude oul 52;_0_/42.‘9 59.1/48.5  63. 2/51 0 - 63.5/50. 7 ' 63.5/50.5 .
Synthetlc and bitumen - 30’.-1/#»9_.5_ '2'8-,4‘/;27.8 . 28 6/28 1. -.26.6/26:0 25 5/25.0
" Field. natural gas Ilqmds o _12,‘2/92-2' . 12."9/9.,5;' 13, 4/9. 7. 13 2/10 0 13.2/9. 6

otal. . 94:3/81.6  100.4/85.8 105.2/888 103.3/86.7' 102:2/85.1 ,
‘ Natural gas iidUids production from straddle plants _' o RS L e
* ingluding:ethane (thousands of barrels) 42.4/42.4 ° 44.8/4418 = 40.4/40.4  39.6/39.6  40.9/40.9
Natural gas (mllllons of cubic feet)’ ST ) . o ' ‘ .
. including injéctants (Note 3) 497.5 . 5731 4852 4348 1358.7
excluding injectants | 484.0/394.7 556.4/448.4 471.5/382.1 424.9/342:9 - 354 8/283 6
‘ Sulphur(thousands of toris) 1.1/0.9 11.0/0.8 1 .0/0.8 0.9/08  * 0.8/07

Average sale.prices . .. ‘
Conventlonal crude oil, bntumen and ‘ o S - )

_ - field natural gas liquids ($ per barrel) . 23.00 1858 15149 12083 " 17.33
Natural gas (€3 per thousand cubic feet) 1.8 1.48. .+ 1.60" ' 1.62 - 211
‘ Average Ilftmg cost ($ per barreI of oil equivalent)”.

428 . 404 ' 410 388 451

223.2/1887 227.6/185.5 248, 2/196.8 236.6/187.5 ' 248.7/194.8
243.3/207.6'. 250:2/212.6 2898/249.4° 280.9/241.8 '289.1/2488 ..
52.2138'2 _ 50.5/35. 6 .53 37.3., 455313 . 47.933,1

518. 71434 5 528 3/433 7 591 7/483 5 563! 0/460 6 585*7/476 7

3. o/z 5
6.2/5.3

3417
3.412.8

3528
6.2/5.2

3 4/2 7
5.8/4.9

3.412.8
5.2/4.3
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PETRO-CANADA
(Formerly Petro-Canada Inc.)

i Five Year Financial and Operating Summiry

(stated in millions of dollars unless otherwise indicated)

1990 1989 1988 1987 1986

Oil and Gas Landholdings (gross/net)
(millions of acres)
Canadian provinces 9.5/4.6 10.4/5.2 11.0/5.4 10.9/5.3 12.2/5.9
Frontier Canada 14.1/11.1 15.1/11.4 16.2/11.8. 19.713.5 35.1/19.7
International 17.9/9.9 11.716.7 9.6/3.6 3.211.7 2.91.2
Total 41.5/25.6 37.2/23.3 36.8/20.8 33.8/20.5 50.2/26.8
Wells drilled (gross/net)
Canadian provinces — exploration wells
Qil 31 9/9 16/13 18/11 18/11
Natural gas 8/6 18/16 - 31/25 9/5 3114
Dry 14/12 2320 29/21 30/23 '+ 31/20
25/19 50/45  76/59 57/39 80/45
Canadian provinces - development wells -
Oil 67/24 93/22 164/88 196/73 264/46
Natural gas 83/28 = 58/26 87/38 - 40/26 3110
Oil sands -/- 20/6 266/133 75/38 5/2
Dry 7/4 8/a - 11/6 19/13 12/6
157/56 179/58 1 528/265 330/150 312/64
Frontier Canada - exploration wells - .
Qil -1- 1/ 21 31 9/2
Natural gas -1- S ‘ 1/- -/ 9/3
Dry 3/2 - - 31 4/2 1115
3/2 2/- 6/2 713 29/10
International — exploration and development wells )
oil 11 21 m - -
Natural gas -1- ol e -I- -I-
Dry 9/4 4/2 3N 2/- 6/-
10/5 6/3 ' 42 2/- 6/-

Total 195/82 2371106 614/328 396/192 4271119

Products Division

Annual Operating Revenues . i
Gasolines $ 2395 § 2117 % 2050 $

Distillates 1475 1303 . 1284
Other including petrochemicals 1 078 1022 . - 911
Total $ 4948 $ 4442 $ 4245 §
Earnings $ 126 $ 104 $ . 102 $

Cash Flow from Operations $ 258 $ 237 $ - 230 $

Expenditures on Property, Plant and Equipment :
Refining $ 89 § 115 % 82 %

Marketing 73 94 . 79
MTBE plant 59 - =
Total $ 221 § 209 % 161 §
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PETRO-CANADA
(Formerly Petro-Canada Inc.)

Five Year Financial and Operating Summary

(stated in millions of dollars unless otherwise indicated)

1990 1989 1988 1987 1986

Marketing
Petroleum product sales

(thousands of cubic metres per day) L

Gasolines 19.4 201 - 19.4 20.3 20.3

Distillates 15.2 -~ 158 ©  16.1 16.7 16.2

Other including petrochemicals 8.1 85 8.3 - 86 79
Total 427 444 . 43.8 45.6 444
Average sale prices for petroleum

products ($ per cubic metre) , ~

Gasolines 338 289 290 302 308 -

Distillates 266’ 1226 218 227 262

Other including petrochemicals 365 329 301 267 263

Average of all products 317 274 [ 266 268 283
Retail outlets at year end 3 205 3295 3429 3677 3844
Refining
Refinery crude capacity at year end . :

(thousands of cubic metres per day) 54.2 542 - . 606 64.0 64.0
Crude oil processed by Petro-Canada . ( ' .

{thousands of cubic metres per day) 43.6 465 485 - A8.4 47.2
Average refinery utilization (per cent) (Note 4) 80 , 86 77 76 74
1CG Propane inc.

Revenue $ 362
Earnings 5
Cash flow from operations 30
Expenditures on property, plant and equipment 16
Propane sales (millions of litres) 9 245

Notes:

1. Financial and operating results include the operations of the Edmonton
refinery from April 1, 1986.

2. Certain reclassifications have been made to the figures previously
reported to reflect subsequent changes in reporting presentation.

3. Before royalties.

4, Average refinery utilization takes into account, where applicable,
changes in refinery crude capacity that occurred during the year
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